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ABSTRACT 


The.  objectives  of  the  study  were  to  provide  potential 
exporters  with  useful  Inslgf its  about  the  Japanese,  market  and  business 
environment.  In  addition,  the.  purpose  of  the  paper  was  to  examine 
Canada' A  recent  export  re lotto nAktp  with  Japan  and  the  potential 
1 $or  future  development. 

The  Atated  objective  and  purpose  were  accomplished  by 
examining  the  external  and  Internal  environmental  factors  of  the 
Japanese  market,  as  well  oa  analyzing  existing  exports.  As  a  future 
export  market,  Japan  will  continue  to  be  one  of  our  mo  At  Important 
trading  partners . 

The  A  tody  dlscloAed  Aeveral  Important  findings  which 
Included  Identifying  the  IsAueA  which  will  affect  the  pattern 
of  our  future  trading  relation A  hip . 

1.  Canadian  exporters  must  understand  the  JapaneAe  value 
AyAtem  and  the  complexities  of  marketing  within  this 
buslneAA  environment. 

2.  Canadian  manufactured  products  represent  only  2.1%  of 
our  exports  to  Japan  [1974).  In  order  to  Improve  this 
Actuation,  Canada  must  develop  new  products  and 
processes  which  will  be  competitive  Internationally. 
Investment  In  Research  and  development  will  enable  us 
to  export  more  processed  products  and  Increase 
employment  opportunities  at  home. 
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3.  Japan  and  Canada  will  expand  thelA  mutually 
beneficial  txadlng  AelatlonAhlp  In  the  ^ utuAe . 

Japan  lt>  -Inventing  In  Canadian  owned  and  controlled 
InduAtAleA  In  oAdeA  to  de.ve.lop  a  long  teAm  supply  o f 
agAicultuAal  and  6emi-pAoceo>^ed  Industrial  pAo ducts . 
Canada  will  continue  too  ImpoAt  high  technology , 
labouA  Intensive  manufactuAed  pAoducts. 
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INTRODUCTION 


Tl le  Problem 

The  problem  for  many  Canadian  exporters  Is  the  "perceived 
difficulty  oft  doing  business  In  Japan  where  the.  value,  system  and 
business  environment  Is  completely  different. 

In  order  to  understand  the,  total  environment ,  u)e.  must 
analyze,  the.  external  and  internal  environmental  factors  which 
affect  marketing  In  Japan. 

The.  Objectives 

The  primary  objective  of  the  thesis  lb  to  provide 
useful  Insights  Into  the  Japanese  market  and  business  environment. 

The  secondary  objective  of  the  thesis  lb  to  examine 
Canada' b  recent  export  relationship  and  the  future  potential  of 
Japan  as  an  export  market. 

The  Reabonb 

Japan  represents  one  of  the  most  challenging  and 
financially  rewarding  export  markets  for  Canadian  companies. 
Unfortunately,  many  buslnesbmen  have  been  reluctant  to  explore 
these  export  oppportunlties .  The  failure  to  develop  this  market 
more  aggrebblvely  Is  attributable  to  several  factors: 

7)  The  Japanese  export  market  operates  within  a 

completely  different  social  and  cultural  environment. 
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2)  The  Japanese  bu*lne*A  environment  l*  un{amlllan  to 
mo At  Canadian  bu*lneAAmen. 

3)  Tl le  United  State.*  expont  market  ha*  provided 
conAldenable  expont  oppontunlUe*  which  one 
neadlly  acceAAlble. 

The  Canadian  buAlneAAman  who  ha*  difficulty  In  unden- 
Atandlng  thl 6  mantlet  cannot  plead  Ignonance;  a  myriad  of  book* 
and  article*  have  been  written  about  thl*  gneat  trading  nation,  the 
Aecond  mo*t  Impontant  to  Canada  after  the  United  State A.  The  baAlc 
fault  tie A  In  the  f attune  of  exporter*  to  do  theln  homewonk.  A 
baAlc  unden* landing  of  thlA  manket  muAt  be  leanned  a*  a  veny 
neceAAany  fln*t  Atep  to  developing  the  manket  expentlAe  which 
wilt  ultimately  lead  to  a  AucceAAful  buAlneAA  nelatlonAhlp. 

In  necent  yean a,  oun  expont  Atandlng,  oa  a  pencent  of 
G.N.P.,  Ia  fln*t  on  Aecond  among  the  majon  expending  nation a  of 
the  world.  In  tenmA  of  abAolute  dollar*,  we  Aland  about  Alxth. 

The  United  State*  ha*  been  Canada' A  majon  manket  to  date, 
accounting  {on  about  two-thlnd*  of  oun  total  expond *.  In  1971 ,  when 
the  Nixon  administration  announced  the  10 1  Aunchange  on  Impont* 

Into  the  United  State*,  no  Apeclal  conAldenatlon  wa*  given  to  Canada. 
Thl*  undlatenal  action  by  the  U.S.,  f onced  Canada  to  examine  hen 
existing  and  f utune  tnadlng  nelatlonAhlp*.  It  wa*  the  tunning 
point  In  neduclng  oun  dependence  on  one  majon  expont  manket.  The 
alternative a  one  to  develop  mone  dlven*lfled  expont  manket*  plu* 


expanAZon  oh  expoAtA  with  oua  exlAtZng  tAadZng  paAtneAA.  HoweveA, 
tfuA  poAeA  Aome  Ape.cA.aZ  pAobZemA  fioA  Canada. 

FZAAtZy,  Canada  haA  dZhhZcuZty  Zn  mating  competitive 
ZnteAnatlonaZ  Znte.Ae.At  AateA  AZmZZaA  tjo  thoAe  o{^eA.e.d  by  the. 
United  States  oa  EuAopean  Economic  CommunZty ,  due  to  oua  kZgk 
ZnteAeAt  Acute  AtAuctuAe.  We  muAt  theAefioAe  concentAate  oua 
maAketZng  e^oAtA  Zn  tkoAe  countAleA  which  do  not  AequiAe 
extenAive  cAedZt.  Japan  meetA  thiA  conAZdenatZon. 

Secondly,  theAe  aAe  many  ZnduAtAieA  Zn  Canada  which 
aAe  loAeZgn  owned.  ExpoAt  decZAZonA  aAe  not  neceAAaAlZy  made 
Zn  the  beAt  Zong  teAm  ZnteAeAtA  oh  Canada.  The  VoAeZgn  InveAtment 
and  RevZew  Act,  Za  deAZgned  to  encouAage  gAeateA  Canadian 
owneAAhip  and  contAoZ.  In  addition,  h edeAaZ  and  pAovZnciaZ 
goveAnmentA  aAe  pAovZding  ZncentiveA  {,oa  the  development  and 
expanAZon  oft  CanadZan  contAoZZed  ZnduAtAieA . 

In  1974,  CanadZan  expoAtA  to  Japan  totaZZed  about 
$ 2.2  bZZZZon.  Eoa  1975,  the  fiZnaZ  fiZguAe  may  not  Ahow  an 
ZncAeaAe  due  to  the  e^ectA  o h  the  wonZdswZde  AeceAAZon  whZch 
AtaAted  wZjth  the  " oZZ  Ahock"  oh  Zate  1973. 

In  the  fiutuAe,  JapaneAe  envlAonmental  and  AocZaZ  ZAAueA 
wZZZ  AeceZve  conAZdeAabZe  attention.  GAowth  AateA  oh  vclaZoua 
Aectot ia  wZZZ  not  hoZZow  pAevZouA  tAendA.  The  baAlc  hac-Z  that 
Japan  haA  h^M  mateAlalA  and  cannot  be  AeZh~AuhhZ(uient  Zn 
hood  pAoducXZon,  wZZZ  not  change.  She  wZZZ  continue  to  be  one  oh 
the  ZeadZng  manuhactuAlng  natlonA  Zn  the  h^ZuAe. 
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Canada  repre*ent*  a  good  market  for  Japanese  manuka ctured 
product}*.  The  tnadlng  reZatlon*hlp  will  continue,  to  be  of  mutual 
benefit  to  both  nation *. 

Topics  of  the  Paper 

Topics  of  dl*cu**lon  will  Include ’  Review  of  Literature 
and  Information  Source*  Regarding  Export*  to  Japan,  Data  and 
Information,  Analy*ts  of  Vata  and  Conclusion* . 
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CHAPTER  1 

REVIEW  OF  LITERATURE  AND  INFORMATION  SOURCES 
REGARDING  EXPORTS  TO  JAPAN 

i 

Background  Data 

The  main  sources  of  information  reviewed  were  through 
the  Japan  External  Trade  Organization  (JETRO) ,  Statistics  Canada, 
and  the  Alberta  Export  Agency  Library.  Extensive  interviews  were 
held  with  Mr.  Dennis  McGrath  of  the  Alberta  Export  Agency,  who  is 
International  Trade  Director  for  the  Pacific  Rim  and  South  East  Asia. 
Mr.  McGrath  has  been  associated  with  the  Japanese  export  market  for 
the  last  fifteen  years. 

In  addition,  the  author  has  been  fortunate  in  working  with 
Japanese  trading  companies  on  specific  trade  opportunities  and  was 
involved  in  joint  venture  negotiations  which  included  visits  to  Japan. 

Trade  journals  such  as  " Mitsui  Trade  News",  "Nissho-Iwai 
Monthly  Review",  and  the  "Japan  Economic  Journal" ,  provided  current 
information,  on  the  Japanese  economic  community  activities,  as  well 
as  "Focus  Japan"  and  "Now  in  Japan",  published  by  JETRO. 

The  Canada -Japan  Trade  Council  and  Statistics  Canada 
provided  valuable  statistics  on  trade  between  Canada  and  Japan. 

Recent  Canadian  Exports  to  Japan 

In  1972 ,  Canadian  exports  to  Japan  totalled  958  million 
dollars.  This  increased  to  a  dramatic  $ 2.219  billion  by  1974. 
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The  recent  recession  k as  reduced  this  growth.  Kate  so  that  19  75 
exports  may  not  be  much  dtfifieKent  ^Korn  1974.1 

The  hollowing  table  s  hows  the  most  recent  Statistic s 
Canada  export  hljores  to  Japan.  ? 


YEAR 

EXPORTS  ( ^million) 

April- June 

July-Sept. 

Jan. -Sept. 

1974 

61% 

517 

1,711 

1975 

61% 

545 

1, 5%3 

Although  Jan. -Sept. ,  1975  exports  axe  below  the  level 
hor  the  same  period  In  1974,  the  July- Sept. ,  1975  hljores  Indicate 
an  Increasing  trend  over  the  same  percod  In  19  74  as  the  Japanese 

economy  recovers  &rom  the  recent  recession. 

The  Canada- Japan  trade  picture  fa*1  1955-75  Is  graphically 

demonstrated  In  figure  1 . 

The  Japanese  export  market  has  considerable  growth 
potential  far  Canada  since  our  exports  In  1974  represent  only  5.6% 
oh  total  Japanese  Imports. 

Table  1  summarizes  the  main  Canadian  experts  to  Japan 
and  shorn  the  efaect  oh  the  recent  recession  on  speclhlc  commodities. 

a )  Agricultural  Products 

Wheat  sales  In  1975  have  decreased  irom  1974  since  Japan 
has  been  purchasing  wheat  on  a  spot  basis.  Japan  has  been  reluctant 
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to  sign  long  term  contracts  In  tko.  hope  that  mold  wheat  prices 
will  60  £ten. 

Barley  6ale6  In  7975,  were  substantially  higher  than 
1974  due  to  higher  prices  and  Increased  Import  quota6  required 
to  boo6t  dome6tie  meat  production. 

Rapes eed  export*,  showed  a  gain  In  79  75  6lnce  Canada  16 
one  of  Japan' 6  major  6uppller6.  I n  order  to  ensure  long  term 
6 applies  of  rapes eed  oil,  Japanese  trading  companle6  are 
lnve6tlng  In  Canadian  rapes eed  plants.  7 n  December,  7975,  Mlssho-lwal 
announced  the  purchase  of  7 %  o f  the  6tock  of  Canbra  Foods  Limited 
In  Lethbridge,  Alberta .  ^  The  Mitsubishi  Corporation  and  C.  Itoh 
£  Co.,  have  formed  joint  venture6  with  Canadian  companies  In 
two  new  rapes eed  crushing  facilities  In  Alberta. 

Meat  exports,  primarily  consisting  of  pork,  have 
Increased  In  79  75.  ^  This  situation  was  a  direct  result  of  the 
high  price  of  pork  In  7  975  which  encouraged  the  Japanese  Ministry 
of  Agriculture  and  Forestry  to  relax  Import  duties  In  order  to 
Increase  supply.  The  high  price  of  pork  was  due  to  production 
cutbacks  caused  by  high  feed  prices  which  had  started  escalating 
In  1973.  A  direct  benefit  to  Canada  was  the  $42  million  pork 
contract  between  Nlssho-Jwal  and  Alberta  packing  plants. 

b)  Energy 

Sales  of  metallurgical  coal  Increased  substantially  due 
to  Increased  prices.  In  April,  79  75,  Kaiser  Coal  Co.  signed  a  new 
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contract,  at  a  price  ofi  $48. 57  pen  -tong  ton  F.O.B.,  oa  companed 
to  the.  original  contnact  price  ofi  $2  7.14  pun  long  ton. 

Canada  Ia  Japan 'a  principal  A  ounce  ofi  unanlum.  HoioeveA, 
nelaable  expont  AtatlAtclA  one  not  available  Alnce  unanlum 
ennlchment  plantA  one  located  In  the  U.S. .  A  neu)  enrichment  plant 
Mill  be  built  In  Quebec  dunlng  the  19 80’ A. 

c)  lilnenalA 

Coppen  haA  been  Canada’ a  major  export  to  Japan. 

In  late  1973,  thene  appeaned  to  be  a  Ahont  a upply  Actuation  In 
the  world  which  tnlggened  a  build-up  ofi  Inventony.  The  Ahontage 
neven  matenlallzed,  but  Japan  decided  to  enforce  an  expont  ban 
In  late  1974  to  enAune  AhontageA  did  not  develop.  Aa  a  neAult, 
Canadian  expontA  In  19 75  were  neduced  to  leAA  than  halfi  o the 
1974  level. 

To  enAune  long  tenm  coppen  AupplleA  and  aid  Canada 
to  IncneaAe  the  ’’value-added’’  pontlon  ofa  hen  expontA,  Japan 
will  be  joint  ventunlng  with  Canadian  companies  In  Amelten 
facllltleA . 

ExpontA  In  aluminum,  nickel,  and  lead  have  decneaAed 
oa  a  neAult  o&  the  necent  neceAAlon.  Vue  to  the  high  electnlc 
power  nequlnementA  In  pnoduclng  aluminum,  Japan’ A  Nippon  Co.  and 
Alcan  have  farmed  a  joint  ventane  facility  In  Quebec  which  mil 
expont  45,000  tonA  oft  aluminum  IngotA  pen  yean  to  Japan. 

Jnon  one  expontA  have  Ateadlly  IncneaAed,  neglecting 
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Japan* s  concexn  fiox  maintaining  existing  Au.ppZie.06  o £  xaM 
material  fiox  one  ofi  hex  longest  basic  industries . 

Zinc  is  anothex  metal  Mhich  has  also  increased  in 
expoxts  due  to  its  impoxtance  in  the  basic  Indus  txy  stxuctuxe 
ofi  Japan. 

d)  Voxest  Pxo ducts 

Lumbex  expoxts  to  Japan  in  1975  have  only  decxeased  by 
about  12%  as  compaxed  to  1974,  due  to  the  depxessed  housing 
maxket.  Additional  financing  fiox  housing  announced  in  late  1975, 
will  be  o dixect  benefit  to  Canada  in  1976. 

Wood  pulp  expoxts  xose  substantiaZly  in  1974  as  a  xesult 
ofi  the  Moxld  papex  shoxtage,  but  eased  ofifi  in  1975  as  demand 
decxeased.  Since  Japan  has  excess  newspxint  capacity,  the  shoxt 
texm  xecovexy  Mill  be  tfox  Mood  pulp  vexsus  neMspxint. 

e)  Manufactured  Vxoducts 

In  1974,  only  2.7 %  of  Canada's  expoxts  to  Japan  Mexe 
in  the  form  of  manufactured  pxoducts.  The  major  expoxt  items  Mexe 
Moodwoxking  and  genexal  puxpose  machinexy  amd  equipment,  aircraft, 
telecommunication  equipment,  office  machines,  hand  tools, 
clothing,  xecxeation  equipment,  pexsonal  and  household  goods,  plus 
medical  and  phaxmaceutical  pxoducts.  By  Septembex  1975,  the 
value  of  manufactured  pxoducts  expoxted  Mas  only  $49.2  million. 
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CHAPTER  II 

VAT  A  AW  INFORMATION 

Thu  ^irst  part  ofa  a  Canadian  busineSAmans '  homework  as Aign- 
ment  is  to  understand  the,  external  and  internal  environmental  factors 
which  must  be  considered  when  looking  to  Japan  as  an  export  market. 
There  are  fiouA  main  external  enviro nm entail  factors: 

A.  PhyAicaZ-GeographicaZ-CZimatic 
8.  Political- Legal- Governmental 
C.  Vemographic-Economic-Financial 
V.  EtkicaZ-Sociologtc.al-PhLioAopktc.al 
Tkc  main  internal  environmental  jJ actors  can  be  Aummarized 
into  tkacc  catcgoAicA : 

A.  Vistribulion-Retaiting -Wholesaling 
8.  Promotion- Advertising 
C.  Marketing  Research 

Although  it  tA  tmpoAtant  to  investigate  aZZ  the  exteAnaZ 
and  inteAnaZ  environmental  fa actors ,  it  would  be  impoAAibZe  to  provide 
a  compZete  backgAound  on  each  aspect .  From  a  pAacticaZ  point  ofi  view, 
each  Aubject  will  be  dealt  with  AeZative  to  its  importance  oa  it 
a^ects  potentiaZ  export  opportunities  in  Japan. 
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External  Environmental  PactorA 
A.  PHVSICAL-GEOGRAPHICAL-CLIMATIC 

In  phyAlcal  Alze,  Japan  coverA  142,726  Aquare  mlleA,  or  juAt 
over  h altf  the  Alze  ofi  A Iberta.  ThlA  Ia  made  up  ofi  £ our  main  lAlandA 

[Plate  1),  Hokkaido,  HonAku,  Shikoku,  KyuAhu,  and  3000  Amaller  lAlandA. 
TheAe  Atretch  between  latltudeA  31  and  46  degreeA  North.  PoreAt  cov- 
zta  68 %  o jj  the,  total  area,  cultivated  land  Ia  16%,  graA Aland  1,5%,  and 
reAldentlal  land  3%.  About  70%  o&  the  country  Ia  mountalnouA . 

However,  unban  concentration  Ia  Auch  that  50,2%  ofi  the  popu¬ 
lation,  66%  ofi  the  InduAtnlal  output,  and  55%  ofi  netall  AaleA  one  In 
13,5%  o £  the  total  land  area.  ThlA  haA  the  advantage  o making  the 
mankelA  neacUly  acceAAlble  with  neApect  to  pnomotlon  oa  well  oa  cIIa- 
tnlbutlon. 

Although  the  government  Ia  attempting  to  encourage  young 
people  to  the  Amaller  cltleA,  the  IncneaAlng  population  growth  o{>  about 
1,23%  pen  yean  will  ofifaet  any  tnendA  to  decneaAed  population  In  the 
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existing  unban  centneA, 

Tokyo  Ia  the  main  trade  centre  with  a  population  ofi  about 
12  million.  It  Ia  well  ahead  ofi  the  next  largeAt  city  oft  OAaka,  with 
about  3  million  people. 

The  climate  In  Tokyo  In  term  a  o{>  average  monthly  tempena- 
tuneA  Ia  2 6°C  In  AuguAt  and  goeA  down  to  4°C  In  January,  with  an 
average  annual  temperature  ofi  15°C.  Hokkaido  to  the  north  Ia  colder, 
varying  between  19°C  and  -10°C.  KyuAhu  In  the  Aouth  Ia  warmer,  vary¬ 
ing  finom  27° C  to  6°C.S 
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Thene  ola<l  47  psuL^ectuAcA ,  AlmtlaA  to  Canada' 
(lack  with.  ItA  om  government.  (Plate  11). 
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B.  POLITICAL- LEGAL-GOVERNMENTAL 

1.  Government  Structw te 

Since  the  government  In  Japan  is  an  accepted  partner  l n  the 

control  o h  trade  and  Investment,  a  basic  understanding  oh  its  h undamen - 

tal  structure  is  Important.  Figure  2  outlines  the  structure  oh  the 

9 

government  which.  Is  bated  on  the  democratic  &yAtem. 

a)  Emperor 

The  Emperor  hot  no  government  power  and  acts  primarily  In 
matters  oh  State  designated  by  the  Vtet  and  Cabtnet.  In  many  wayt>  hit 
status  is  similar  to  that  oh  the  Queen  oh  England. 

b)  Viet 

The  Viet  It  made  up  oh  two  Hooter.  The  Hoate  oh  Represen- 
tatlvet  and  the  Hoate  oh  Councillors,  which  are  the  law  making  bodies 
oh  the  government. 

The  House  oh  Representatives  has  491  member s,  and  they  are 
elected  by  the  people  h0/L  a  term  oh  hou/L  yz-ars,  similar  to  our  Members 
oh  Parliament.  They  represent  124  constituencies. 

The  House  oh  Councillors  It  made  up  oh  252  members  who  are 
also  elected  by  the  people.  One  hundred  come  national  constitu¬ 
encies  and  152  h^om  47  prehcctural  constituencies. 

The  term  oh  ohhlee  Is  Alx  years.  Halh  oh  the  Councillors 
are  elected  every  three  years  to  maintain  continuity.  The  system  is 
based  on  universal  suhht&ge.. 
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Although,  both  Houses  have  similar  powers,  the  House  of  Rep¬ 
resentatives  can  take  precedence.  The  Viet  si ts  for  a  150  day  session 
per  year,  starting  in  mid  Vecember. 

c)  Cabinet 

The  Cabinet  maintain*  executive  power  and  consists  of  the 
Prime  Minister  and  20  Minister*  oft  State  Mho  head  the  twelve  Minis- 
trie s  phi*  Mini* trie*  without  portfolio .  Prime  Minister  Miki  i*  the 
President  of  the  ruling  party.  Presently,  the  Liberal  democratic 
Party  (Conservative)  is  in  power  and  hold*  111  of  the  491  *eat*  in  the 
House  of  Representatives.  The  Prime  Minister  and  Minister*  of  State 
are  all  civilians. 

d)  Courts 

The  Supreme  Court  ha*  complete  judicial  power.  The  judges 
are  appointed  by  the  Cabinet. 

2.  Ministries 

0&  the  twelve  Ministries,  the  fallowing  faur  are  most  impor¬ 
tant  in  influencing  trade  between  Canada  and  Japan: 

(a)  Ministry  of  Foreign  Affairs 

(b)  Ministry  of  Finance 

(cl)  Ministry  of  Agriculture  and  Forestry 

(d)  Ministry  of  International  Trade  and  Industry 

Since  the  Japanese  Government  form*  an  integral  part  of  all 
business  and  trade  relationships,  it  is  important  to  be  cognizant  of 
the  new  directives  emanating  from  these  Ministries.  A  brief 
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description  ofi  thoAe  major  fiunctZonA  and  obj ecXZves  which  a^ect  trade 
with  Canada  oj le  Lifted. 

PubZZcationA  Like  "The  Japan  Economic  JournaZ" ,  which  Zs  an 
ZnternationaZ  weekZy,  provZde  an  exceZZent  means  oft  keepZng  up  on  cur¬ 
rent  Japanese  government  poLicZes .  The  UZnZAtry  ofi  JnternationaZ 
TAade  and  Industry  (MITI),  provZdes  Znfiormation  on  their  activities 
through  MITI  Information  OffZce  (MIC? ) .  They  aJLso  pubZLsh  about  sZxty 
news  reZeases  and  refer ence  bookA  on  their  MZnLstne'A  activities  an- 
nuaZZy.  Direct  communZcation  Za  provZded  by  MI 0  through  press  con¬ 
ferences  for  foreign  reporters,  A mZnaAA  for  foreign  dZpZomatZc  offZc- 
ZoZa  Like  Canada’ A  InduAtAy,  TAade  and  Commence  AepAeA entativ eA , 
JnduAtAZaZ  touAA,  and  meetZngA  wZth  MZnZstry  staff  members. 

[a]  MZntstry  of  VoAeZgn  Affairs 

UndeA  thiA  MZnZstry  one  the  foZZowZng  buAeauA  which  ZnfZu- 
ence  foreign  trade •* 

Z)  American  Affairs  Bureau  -  First  and  Second  North 
AmeAZcan  DZvZsZon. 

The  buAeau  does  the  pZannZng  woAk  with  regard  to  formu- 
Lating  and  co-oAdZnating  the  ZmpZmentatZon  of  foreign 
poLicy.  ThiA  ZncZudes  poZZtZcaZ  affairs  oa  weZZ. 

Li)  EconomZc  Affairs  BuAeau  and  EconomZc  Cooperation  Bureau. 
Concerned  with  cooperating  Zn  ZnternationaZ  treaties  of 
commerce  and  navigation  pZuA  other  economZc  and  commer- 
cZaZ  agreements .  CoLtection  of  data  on  ZnternationaZ 
economZeA . 
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b )  M inis  try  of  Finance 

i)  Customs  and  Tariff  Bureau  -  Import  Division. 

Control  of  imported  goods,  supervision  of  bonded  areas, 
investigation,  planning,  and  drafting  of  agreements  on 
customs  and  tariffs, 
ii)  Banking  Bureau 

Planning  and  formulation  of  policies,  pluA  supervision 
over  the  Bank  of  Japan  and  the.  Export- Import  Bank  of 
Japan . 

Hi)  International  Finance  Bureau. 

Responsible  for  research  and  planning  of  internatio nal 
finance :,  control  of  foreign  exchange  tranA actio nA ,  over- 
AeaA  private  investment,  adjustment  of  balance  of  pay¬ 
ments  and  management  of  Foreign  Exchange  Fund. 

c)  Ministry  of  Agriculture  and  ForeAtry 

Economic  kf fairs  Bureau 

Responsible  for  planning  of  finance  system  for  agricul¬ 
ture,  forestry,  fishing,  animal  industry,  tariffs,  and 
international  agreements. 

d)  Ministry  of  International  Trade  and  Industry  (MIT I) 

i)  International  Trade  Policy  Bureau  -  America  Oceania 
Division. 

Responsible  for  drafting,  implementing,  and  co-ordinat¬ 
ing  trade  policieA,  trade  agreements ,  trade  statistics, 
trade  tariffs,  and  international  trade  cooperation. 
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ii)  International  Trade  Administration  Bureau  -  Import 

division,  the  Agricultural  and  Marine  Products  division, 
the  Foreign  Exchange  and  Trade  Finance  division. 

Responsible  for  promotion,  improvement,  and  adjustment 
of  exports  and  imports,  gutdance  and  supervision  of  or¬ 
ganizations  involved  in  trade  and  trade  promotion, 

iii)  Basie  Industries  Bureau. 

Concerned  with  promotion,  improvement,  and  co-ordination 
of  exports  and  imports  of  iron  and  steel,  chemicals, 
fertilizers ,  and  alcohol. 

iv)  Machinery  and  Information  Industries  Bureau  -  Inter¬ 
national  Trade  division. 

Responsible  for  promotion,  improvement,  and  co-ordination 
of  exports  and  imports  regarding  machinery,  automobiles , 
aircraft,  cast  and  wrought  products, 

v)  Agency  of  Natural  Resources  and  Energy  -  Coal  Mining 
Department. 

Responsible  for  promotion,  improvement  and  co-ordination 
of  exports  and  imports  of  coal,  lignite,  and  their  prod¬ 
ucts  . 

MJT1  is  one  of  the  most  influential  ministries  affecting 
trade  with  Canada.  MITl’s  objectives  are  clearly  defined  by  the 
Ministry  of  International  Trade  and  Industry  Establishment  Law  (Law 
No.  215  of  1952)  which  outlines  the  following  seven  objectives: 

1.  Stabilizing  prices  and  improving  consumer  life  -  setting 
the  foundation  for  affluent  living. 

2.  Securing  a  stable  supply  of  resources  and  energy  -  nur¬ 
turing  the  basis  for  the  security  of  the  nation's  economy. 
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3.  The  attainment  o{>  health  and  safety  and  the  Improvement 
ofi  pollution  prevention  measu res  -  aiming  at  the  cre¬ 
ation  o an  environment  where  the,  priority  Is  on  man. 

4.  The,  further  promotion  ofi  small  and  medium  enterprise  ad¬ 
ministration  -  advancing  toward  sophistication  and  di¬ 
versification. 

5.  The.  realization  o{)  the.  Industrial  structure  vision 
suited  to  the.  needs  of  people  and  the.  adjustment  of  In¬ 
dustrial  activities  -  tn  the.  search  oft  harmony  between 
Industry  and  society. 

6.  The.  pAomotlon  of  technological  and  systems  development 
for  the  AealZzatton  o f  a  welfare  society  -  developing 
technologies  for  tomoAAo w. 

7 .  The  active  pAomotlon  of  overseas  economic  policies  -  re¬ 
inforcing  the  bAldge  to  the  InteAnatlonal  community  JO 

The  Japanese  government  has  bureaus  to  cover  every  f acet  of 
Japanese  economic  activity  and  is  responsible  f or  controlling  the  en¬ 
tire  country  with  the  complete  blessing  and  understanding  of  the 
Japanese  people. 

Even  the  most  powerful  economic  group  In  Japan,  the  Japan¬ 
ese  trading  companies,  accept  the  notion  that  overall  planning  of  the 
economy  Is  the  responsibility  of  the  government.  This  allows  them  to 
devote  their  energies  to  production  and  trading  and  hope  that  the  gov¬ 
ernment  Is  right  most  o f  the  time. 

As  o f  March,  1975,  there  were  about  1.99  million  f ull-tlme 
personnel  In  the  National  Government  of  Japan.  This  represents  about 
2%  oft  the  total  population,  or  about  5.7%  o f  the  total  labour  forced 
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C.  VEM0GRAPH1C-EC0N0M1C-EINANCIAL 
1 .  Demographic 

In  October,  191$,  the  census  showed  the,  Japanese,  population 
at  about  111  mxlicon.  Age  distribution  is  shown  in  Table  2,  which  in¬ 
dicates  that  about  58 %  ofa  the  population  is  35  yea/is  old  or  younger. 
Japan  has  been  showing  a  gradual  slowing  in  note  ofi  population  growth. 
This,  together  with  longer  lifae  expectancy,  as  shown  in  Table  3, wilt, 
gradually  incaease  the  relative  level  ofi  the  aged  population  as  shown 
in  figure  3.  Exporters  ofa  the  future  must  consideA  the  implication 
o ^  this  segment  ofi  the  population  who  will  have  substantial  income  and 
leisuAe.  In  the  meantime,  the  existing  relatively  young  population 

4. 

have  developed  an  expectation  ofi  high  consumption  due  to  increasing 

disposable  incomes .  They  are  interested  in  new  products  and  are  not 

conservative  in  their  attitude  towards  buying  imported  products. 

Japan's  labour  fiorce  in  1974  was  51.14  million  or  63.5 %  o ^ 

1 1 

the  population  aged,  15  years  or  over. 

The  following  table  shows  the  distribution  ofi  employed 
13 

persons : 


Industry 

Humber 
( million ) 

Percent 

Agriculture 

6.7 

11.9 

Mining,  M fig.,  and  Construction 

18.9 

36.3 

Service  Industries 

16.3 

50.5 

. 

. 
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Wage,  Invelt  Ao*n  10 %  peA  ynaA  In  Linn  uutk  nconomlc  growth, 
until  1973  ivknn  a  22.2 %  IncAnatn  wa*  Anc.oAd.ndl ^  Likn  otkeA  nation *  in 

19  74,  utagn  IncAnatn*  toeAn  *ub*tantlal  out  32.91  dun  to  inflation. 

TWnAn  aAn  a.  total  ofi  65,400  union*  In  Japan,  with  a  membeA- 
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*klp  ofi  12  million  oa  33 %  ofi  nmploynet .  Tkn  batlc  labouA  union 

unit  AnpAetnnt*  thn  employ  net  ofi  an  Individual  nnteApAitn.  All  mem- 

beAt  aAn  AnpAetnntnd  by  tkn  *amn  union  Inttnad  o ^  Aagmnntatlon 

a*  In  Canada  ivkeAn  nank  labouA  gAoup  belong *  to  a  dl^eAnnt  union. 

Tkn  contumeA  pAlcn  Indnx  movnd  up  24.5 %  In  1974,  well  abovn 

tkn  3-71/ yA.  IncAnatn  oft  tkn  I960'*  and  natly  1970’*.  OJkoletaln 

pAlcet  lncAea*nd  31.3%  In  1974  compaAnd  to  1973  at  15.9%  and  2.2%/yA. 

1 7 

In  pAloA  ynaA*  ofa  tkn  naAly  1970'*  and  lain  I960’*. 

2 .  Economic. 

Slncn  1971,  tkn  Japane*n  kavn  Anducnd  taAl^*  and  quota*  on 

impoAt*.  Tkl*  ka*  An* ultnd  In  *ub*tantlal  InteAett  In  tkn  J apanetn 

maAknt  bncautn  it  i*  non)  accet*lbln.  In  addition,  tkn  Aapldly  gAoiving 

nconomy  ka*  IncAnatnd  pe A  capita  Income  to  $ 2,760  In  1973,  and  Aank* 
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Japan  about  20 tk  In  tkn  uioAld. 

Tabln  4  pAovldn *  *omn  InteAettlng  fiiguAet  on  Gao**  National 
VAoduct  ( G.N.P.j  and  kou)  tkl*  ka*  bnnn  a^nctnd  by  tkn  Ancnnt  A nce**- 
lon.  Tkn  pAojnctnd  G.N.P.  In  19 SO  it  $ 957  billion  u)knn  tkn  population 
it  nxpnctnd  to  Anack  116  million. 

Incomet  In  cuAAnnt  pAlcet  kavn  incAnatnd  at  tkn  Aatn  o& 
about  15%  peA  ynaA  *lncn  1960.  Tkn  aveAagn  *lzn  o ^  a  Japanetn  family 
it  about  3.S  membeAt.  Tkn  population  it  Aelatively  young  uiitk  58.3% 
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or  about  63  million  people  35  years  of  age  on.  younger.  The  younger 
generation' s  tastes  oj ie  reflected  in  apparel  expenditures  at,  thorn  in 
Figure  4. 

M arket  trends  must  be  studied  for  cjach  product  sin ce  the 
slow  increase  in  population  will  gradually  shift  to  higher  ages  and 
change,  consumption  patterns .  Leisure  products  could  have  consider¬ 
able  potential  as  shown  In  Figure  5. 

Since  50 %  of  the  population,  66%  of  the  industrial  output 
and  55%  oft  retail  sales  take  place  in  only  13. 5%  of  the  land  area, 

•this  market  is  relatively  easy  to  reach  in  contrast  to  Canada.  Trans¬ 
portation  costs  are  not  a  major  factor  once  the  product  reaches  Japan. 

■  Table  5  shorn  import  and  export  figures  with  regard  to 
Canada- Japan  trade.  Canada  has  benefited  substantially  in  her  trade 
relationship  with  Japan. 

Although  there  is  a  future  potential  for  many  products  in 
Japan,  a  few  examples  follow  to  provide  an  insight  into  the  magnitude 
o f  this  market.  Unfortunately,  many  current  statistics  were  not 
available  to  reflect  the  recent  recessionary  effects. 

a)  Foodstuffs 

One  of  the  great  potential  areas  of  imports  is  in  food¬ 
stuffs  which  is  indicated  by  the  chart  in  Figure  6. 

Self  sufficiency  rates  of  agricultural  foodstuffs  are  grad¬ 
ually  decreasing  with  increasing  population  as  shown  in  Figure  7. 

This  will  require  increased  agricultural  imports  in  the  future. 
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With  eating  oh  the  Japanese,  attitude,  to  impontt  oh  pAocetted 
mateAialt ,  mono.  oppoAtunitiet  will  exttt  hoA  exporting  pAocetted  h ood - 
ttuhh*  h^orn  Canada. 

In  197 2,  Canada  wat  tkoid  at  the,  majoA  expoAteA  oh  fiood- 
ttuhh*  to  Japan  at  A  horn  in  Table  6. 

Thete  h iguAet  tuggett  contideAable  competition  hoA  Japan' 6 
hood  impoAtt  in  the.  hutu/ie.,  OuA  pAoducext  mutt  incAeate  tketA  e.hhic- 
ie.ncy  in  oAdeA  to  Aemain  competitive,  with  otheA  counixiet  who  have, 
tubtiantialiy  loweA  labouA  cottt. 

b)  H  outing 

The.  houting  induttAy  built  about  1.9  million  unitt  in  1973, 
due  to  incAeated  incomet  and  moAe  to  ant  becoming  available  thAough 
goveAnment  loan  oAganizationt  and  commeAcial  bankt.  In  1960,  3.31  oh 
G.N.P.  wot  invetted  in  houting.  By  1973,  thit  had  incAeated  to  b.4%, 
which  it  one  oh  the  htghett  in  the  induttAialized  countAiet.  Canadian 
lumbeA  it  being  exported  to  Japan  to  meet  the  needt  oh  thit  gAowing 
induttAy.  At  pAetent,  the  expoAt  oh  Canadian  pAe- h&bAicated  houting 
hAom  Albexta  it  being  evaluated.  I h  thete  detignt  aAe  accepted,  the 
maAket  would  impAove  the  "value  added"  portion  oh  expoAtt  inttead  oh 
thipping  dimentional  lumbeA. 

The  gAowth  in  houting  will  cAeate  a  demand  h°A  h^ni- 


tuAe  and  duAablet  timilaA  to  the  patt  at  thown  in  PicuAe  8. 
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c)  Pollution  Engineering  and  Equipment 

The  Japanese.  G.SI.P.  per  acre  (7  972)  wa s  $1,027  million  com¬ 
pared  to  the  U.S.  at  $90,000  per  acre  due  to  the  high.  concentration 

1 9 

ofi  induh  trial  activity.  This  hah  created  health  hazards  in  the  faonm 
oi  air  and  water  pollution,  resulting  in  comity  metical  services.  The 
Japanese  public  no  longeA  accept  growth  at  any  cost.  Thai  the  govern¬ 
ment  hah  hot  strict  pollution  standards  which  are  starting  to  show 
home  Improvement  In  environmental  quality. 

Ah  an  example,  In  1966,  oxides  ofa  hulphuA  were  at  a  level 
ofa  0.0 59  ppm,  which  wah  reduced  to  0.03 2  ppm  by  1972.  Carbon  monoxide 
wah  reduced  firom  5  ppm.  In  1968,  to  2.2  ppm.  in  1972.  However,  oxldeh 

ofi  nitrogen  Increahed  firom  0.022  ppm.  to  .  028  ppm.  and  hydrocarbon 

20 

firom  0.9  ppm.  to  1.0  ppm.  In  the  home  period. 

In  1971 ,  $8.69  billion  wah  Invested  in  pollution  abatement 

2 1 

which  wah  Increahed  to  $11.4  billion  fior  1973. 

d)  Raw  Watertals 

Supply  ofi  coal  and  petroleum  producth  hhowh  continuing  In- 
creaheh  in  importh  ah  indicated  In  Table  7. 

TableS'  hhowh  pulp  Importh  and  exports. 

Iron  ore  imports  are  hhown  In  Table  9. 

3.  Financial 

The  banking  hyhtem  In  Japan  ih  not  only  unique,  but  it  also 
conhihts  oft  some  06  the  largest  institution  In  the  world.  06  the 
two  hundred  largest  banks  In  the  world,  twenty- hour  are  Japanese.  06 
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ihe  ten  largest,  ths lee  are  Japanese..  Since  Japan  has  a  high.  per¬ 
sonal  savings  ratio  ofa  up  to  20 %  ofa  disposable  income,  it  provides 
business  with  a  source  ofi  fiunds  thAougk  the.  bankA.  This  kaA  resulted 
tn  Indirect  ft Inancing  tfor  the,  & aAt  growing  economy.  A  a  a  result, 
Japanese  corporations  Wave  a  very  tow  equity  ratio  [equity  peA  total 
assets)  oa  a  horn  In  Tigure  9.  By  Canadian  AtandaAdA  tki6  Mould  ap¬ 
pear  to  be,  a  vulnerable  financial  structure.  TkiA  acceptance  o£  risk 
meant  that  growth  and  expansion  were  necessary  to  meet  the,  heavy 
financial  burden. 

A  fiter  Wo  Aid  Was i  IT,  buAineAA  risks  were  minimized  by  import¬ 
ing  known  technology,  the  availability  ofi  relatively  low  coAt  labour 
and  the  e^ect  oft  inflation  in  paying  paAt  debt.  The  eAcalatlng  price 
oft  land,  which  all  buAineAA eA  own  in  Japan,  reduced  the  rlAk  even  more. 
AggreAAive  marketing  programA,  especially  in  the  export  area,  had  been 
successful  in  maintaining  a  healthy  economy  until  the  " oil  shock”  in 
late  1973. 

[a]  Private  Sector  BankA  and  Tinanclal  Institutions 

About  half  of  all  the  f undA  held  by  financial  inAtitutionA 
in  Japan  are  held  by  bankA  of  which  the  city  bankA  are  mo  At  important. 
City  bankA  and  local  bankA  are  also  called  commercial  bankA,  bul  are 
not  like  Canadian  bankA.  A  large  proportion  of  loans  are  long  term, 
while  depoAlts  are  one  year  or  longer.  There  are  a  total  of  13  city 
bankA,  with  branch  offices  throughout  Japan.  Local  bankA  are  limited 
to  a  A  mall  geographic  radluA.  Tables  to  A  and  10B  give  a  breakdown  of 
loanA  and  discounts . 


\ 
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City  bank  clients  oj ie  mostly  majoA  conpoAations  who  also 
pfiovi.de.  oven  60 %  of  the.  deposits.  They  aAe  the.  hankeAS  of  btg  busi¬ 
ness  with  one.  half  theiA  loans  exceeding  $ 1.7  million. 

TheAe  one  sixty- thnee  (63)  to  cat  bank s,  who  cateA  pAimanily 
to  matt  and  medium  sized  businesses .  OveA  half  theiA  loan*  oac  to 
businesses  with  a  capitalization  of  less  than  $ 170,000 . 

Long  teAm  cAcdit  banks  pAincipat  sounce  of  funds  is  five- 
yejaA  intenest  beaming  debentunes  and  one- ycaA  discount  debentunes. 

Kt  pAesent,  theAe  aAe  onty  thn.ee  bank s  o f  this  type  in  Japan  to  pAo- 
vide  long  tenm  funds  to  business. 

TAust  banks  pntmaAity  penfonm  safekeeping  and  bookkeeping 
senvices.  TheAe  aAe  a  total  of  eight,  which  pAovide  long  tenm  loans 
to  loAge  businesses  such  as  ocean  tnansponi,  utility  and  key  Indus - 
tnies . 

Mutual  Loan  and  Savings  Banks  must  loan  oven  SO %  of  theiA 
funds  to  small  oa  medium  sized  businesses  with  less  than  300  employees 
oa  a  capitalization  of  less  than  1.4  million  doHans.  TheAe  one  a 
total  of  seventy-two  (72). 

CAedit  Associations  one  similan  to  Canadian  cnedit  unions, 
since  they  one  non-pAofit  oniented  of  which  theAe  one  4S4.  Most  loans 
one  to  the  senvice  Indus  tnies . 

Life  Jnsunance  companies  invest  in  common  stocks  to  a  level 
of  30 %  of  total  assets  with  the  nest  in  long  tenm  loans.  Thene  aAe 
21  life  insunance  companies. 
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The  FoA.ex.gn  Exchange  Bank  Law  ofi  1954,  established  the  pro¬ 
vision  fios l  foreign  exchange  bank*  whose  prime  purpose  is  to  specialize 
tn  foreign  exchange  trans actions  and  to  finance  foreign  tAade.  The 
Bank  ofi  Tokyo  is  the  only  bank  Licenced  to-date  under  this  law.  Since 
opening  its  ^irst  bAanch  o^lce  In  London  In  1952,  It  has  expanded  to 
152  o^lces  thAoughout  the  woAld.  Howeve a,  andeA  the  "FoAelgn  Exchang 
and  FoAelgn  TAade  ContAol  Law",  oAdlnaAy  banking  business  can  be  ex¬ 
panded  to  Inclade  oAelgn  exchange  business.  To-date,  theAe  aAe  27 
Japanese  bank*  who  aAe  authorized  to  conclude  correspondent  arrange¬ 
ments  with  foreign  banks. 

(bj  Government  Financial  Institution* 

Post  savings  tfiAough  the  post  o^lce  as  well  as  postal  llfie 

InsuAance  Is  used  to  finance  government  agencies  like  the  TAust  Fund 
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BuAeau,  but  over  50 %  Is  Invested  In  pAlvate  business. 

The  Japan  Development  Bank  pAovldes  goveAnment  financing  to 
key  Industries  such  as  ocean  tAanspont,  poweA,  Aallway,  and  chemical 
Industries .  Financing  otf  Imports  through  the  U.S.  Export- Import  Bank 

{Exlmj ,  can  be  guaranteed  by  this  bank.  The  Trust  Fund  Bureau  is  a 

/  ^  25 

major  frand  source. 

The  Exlm  Bank  ofi  Japan  Is  primarily  set  up  to  finance  ex¬ 
ports,  which  accounts  {±or  about  two -thirds  o&  its  fiunds.  Loans  are 
also  made  to  foreign  governments .  Joint  export  financing  with  about 
30 %  participation  with  city  banks  Is  also  undertaken  In  the  iorm 
syndicate  loans.  Fund  sourcing  is  the  Trust  Fund  Bureau  and  Govern¬ 
ment  General  Account. 
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The  Bank  of  Japan  is  the.  most  powerful  and  influential  con- 

i 

trol  bank  in  tine  wo  fold.  Its  monetary  policy  controls  banking  in  Japan 
similar  to  the  Bank  of  Canada.  However,  tkc  Bank  of  Japan  also  con¬ 
trols  tkc  allocation  of  financial  resources,  especially  in  tke  area  of 
foreign  investment.  Its  main  objectives  axe  to  maintain  currency 
value  and  provide  necessary  financing  for  deveioping  tke  economy. 

After  tke  wax,  it  was  tke  Bank  of  Japan  tkat  financed  keavy  industxy , 
pximaxily  fox  tke  purpose  of  incxeasing  exports.  This  lead  to  woxld 
scale  plants  and  kigk  pxoductivity  at  tke  cost  of  lagged  pxoductivity 
fox  industxies  pxoducing  consumer  goods. 

Foxeign  banks  have  increased  skaxply  in  xecent  years  to  a 
level  of  43  as  of  March  31 ,  1974,  but  tkeix  impact  is  still  relatively 
small.  However,  Canadian  banks  can  be  of  considerable  kelp  to  export¬ 
ers  since  tkey  understand  tke  sophisticated  financing  techniques  and 
kave  good  contacts  with  Japanese  banks. 

Although  there  has  been  a  strict  control  on  capital  in- flows 
which  restrict  tke  supply  to  foxeign  banks,  this  should  be  easing  in 
tke  future.  Japanese  banks  are  establishing  merchant  banks  in  tke 
main  international  financial  centres  of  tke  woxld  to  finance  Japanese 
foxeign  operations.  This  should  lead  to  less  restrictions  on  foxeign 
banks  in  Japan. 

4.  Japanese  Trading  Companies 

According  to  tke  statistics  from  tke  Japan  Ministry  of 

International  Trade  and  Industry,  there  axe  about  8800  Japanese  com- 
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mercial  or  manufacturing  firms  engaged  in  trade.  Tke  interesting 
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potent  is  that  about  5900  aAe  claAAihied  at  "tAading  companies" .  The 
top  10  tAading  companies  handled  two-thiAds  oh  all  Japanese,  impoAts 
in  1973  and  about  halh  oh  Japan’ A  exports .  Kit  5900  tAading  com¬ 
panies  handled  SI %  oh  total  Japanese  imports. 

These  A  tails  tics  cleaAly  point  to  the  advantages  oh  using  a 
Japanese  tAading  company  to  handle  Canadian  expands  to  Japan. 

TheAe  aAe  thnee  types  oh  tAading  companies  which  can  asAist  in 
expoAting  to  Japan. 

a)  Type  oft  TAading  Companies 
i)  GeneAal  TAading  Company. 

These  include  the  laAgest  1 0  to  14  tAading  companies  which  not 
only  impoAt  but  develop  overseas  naw  mateAial  AouAces,  finance  o hh~ 

AhoAe  pAojects,  oAganize  pAocesAing-cUstAibution-^inal  Aales  channels, 
pAovide  economics  oh  A  cole  in  tnanspoAtation  and  warehousing.  These 
companies  handle  7,000  to  10,000  di^eAent  pnoduct  lines, 
ii)  Specialized  TAading  Companies 

These  companies  aAe  much  AmalleA  in  Aize  and  handle  Apecial- 
ized  lines  oh  pAoducts.  They  handle  impoAt  tAans actions  AequiAing 
Apecialized  knowledge  and  aAAange  distribution  f  Aales  and  Aen.vice 
netwoAks . 

Hi)  WakeA  oa  Retailen  "Captive”  TAading  Companies 

Restricted  to  marketing  and  Aales  &oa  paAticulan  companies. 
TheiA  main  function  is  to  handle  a  fioneign  pAoduct  which  is  to  be  im¬ 
ported  ho  A  the  paAent  manuhactuAing  company. 
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There  are  six  main  advantages  to  Canadian  companies  tn  using 
tAading  companies : 

-  A ssist  with  logistical  problems  of  skipping  products  to 

Japan.  Costs  are  us  natty  lower  stncc  the  large  tAading  com¬ 
pany  can  exercise  control  ove a  transportation,  warehousing , 
and  maAketing  on  a  large  scatc  basis,  thus  Acductng  unit 
costs. 

-  Handle  pkysicat  cUstntbution  and  documentation  through  to 
their  wide  network  of  domestic  distributors  and  AetaiteAS. 

-  OAganizc  a  complete  distribution  and  sates  network  for  new 
pAoducts  at  a  lower  cost  since  they  ate  familiar  with  the 
Japanese  systejm. 

-  Finance  imports  to  Japan. 

-  If  the  product  distntbution  can  be  expanded  by  reducing 
costs,  possibly  by  manufacturing  in  Japan,  they  can  arrange 
for  a  joint  venture  with  another  Japanese  firm. 

-  Can  arrange  for  a  Japanese  sates  and  service  organization  to 
handle  products  which  require  marketing  and  after- service  if 
the  company  has  no  existing  distribution  or  service  network. 

Table  11  indicates  the  top  10  trading  companies  and  their 
sales  volume,  comparing  1970  with  1974. 

d)  Major  Services  of  Trading  Companies 

i)  Marketing 

Their  most  important  function  is  marketing  imported  prod¬ 
ucts  in  Japan.  Since  there  are  5900  trading  companies,  the  competition 
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it  veAy  keen  and  maAketlng  ha- 4  developed  Into  a  veAy  ehhdctent  AyAtem. 
The  majoA  companteA  handle  laAge  quantity  itemA  with  AmalleA  quantt- 
tteA  being  handled  by  Apectaltzed  tAadtng  companies, 
it)  Financial 

The  tAadtng  companteA' A uccc 6-6  i.n  £ke  expont-impont  buAlneAA 
can  be  attributed  to  their  ktgk  credibility  with.  Japanese  bank a.  The 
bankA  conAldeA  tAadtng  companteA  to  AepAeAent  the  leaAt  amount  oft  rltk 
due  to  their  dlveAAity  oh  pAoduct  a angc.  TAadtng  companteA  have  a 
record  oh  being  stable.  A  fiaituAe  tn  any  one  aAca  it  adequately  cov¬ 
ered  by  AucceAA eA  tn  otheA  areoA.  Aa  a  reA ult,  thiA  pooling  oh  rlAk 
bring A  Atability  to  the  company  and  the  countAy.  TheAe  aAe  itoe  matn 
ua  eA  ^oa  theiA  fitnanctal  reAourceA: 

-  Financing  importA  and  exportA 

-  Buytng  equity  poAitlonA  and  pAovtdtng  loanA  to  Japanese  pro- 
duceAA,  dlA  tribute  aa  ,  and  retaileAA  to  handle  impoAted  prod- 
uctA . 

-  Ftnanctng  fiiAmA  tn  Japan  who  joint  venture  with  Canadian 
hlrmA . 

-  Financing  aow  material  reAourceA  development  In  Canada  In 
oAde A  to  pAovlde  impoAtA  to  Japan,  e.g.  AlbeAta  metallurgical 
coal . 

-  Leading  oh  expoAted  equipment  to  Japanese  companies  In  oAdeA 
to  pAomote  AaleA  oh  pAoductA  handled. 

ill)  OAgantzlng 

TAadtng  companteA  will  oAgantze  Ahortened  diAtAlbutlon 
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channels  such  as  to  retail  outlets.  This  reduces  the  end  psU.ce  oft  the 
product  to  the  Japanese  consumer  and  thus  assists  to  Increase  the  vol¬ 
ume  o $  Imported  product.  These  services  can  Include  organization  ofi 
the  producers  ofa  a  country  Into  more  concentrated  units  and  thus  de¬ 
velop  an  evident  production- distribution- retailer  structure  to  In¬ 
crease  sales.  Foodstufifis  are  particularly  conducive  to  this  type  o 
approach. 
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0*  ETHICAL-SOCIOLOGICAL-PHILOSOPHICAL 

UnletA  the  ethical- a  o  do  logical- philo  A  ophical  environment  it 
appAedated,  understanding  ofi  t\ le  other  three  external  faadors  it  an 
academic  exerd t>e.  The  Japanese,  have  printed  limited  information  about 
thit  fador,  but  it  it  often  difficult  to  tell  other  people  about  youA- 
and  the.  Japanese.  are  no  exception.  We  mutt  therefore  rely  on  the. 
experience  gained  from  Canadtan  and  U.S.  butinet  Amen  who  have.  pAoven 
their  ability  to  cope,  with  thit  important  fador. 

The.  Japanese  way  of  management  and  thtnktng  it  a tilt  veAy 
traditional,  even  though  many  companlet  and  butinetAmen  have  become 
"MetteAntzed" . 

The  first  real  challenge  it  communication.  We  mutt  appre- 
clate  that  the  Japanete  have  had  to  Ahoulder  the  respontibility  of 
leaAnlng  Englith.  They  have  accepted  thit  at  a  necetAory  butinet A 
A  kill  and  Aelieved  ut  of  leaAnlng  Japanete.  Although  many  Japanete 
Apeak  Englith  very  fluently,  they  aAe  buAdened  by  tAadittonal  Japanete 
thought  patteAnt  and  theiA  outlook  towaAdt  the  non- Japanete  wo  Aid. 

ThelA  thought  patteAnt  aAe  governed  by  theiA  altiludet  bated  on  Japan¬ 
ete  valuet.  Herein  liet  one  of  the  majoA  differences. 

North  American  butinet  a  contldeAA  government  at  a  hindrance 
to  the  butinet  a  community  and  operatet  at  Independently  of  goveAnmevt  at 
practicable.  In  Japan,  government  and  InduttAy  woAk  very  cloAely  to¬ 
gether,  with  the  government  generally  Aetting  the  rulet  with  AegaAd 
to  importt.  Thit  it  accepted  and  appeart  to  woAk  for  the  welfare  o f 
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the  entire  country,  if  economic  prosperity  in  the  past  is  a  measure 
of  s uccess. 

This  relationship  explains  the  Japanese.  concern  will i  the 
rule 6  and  regulations  of  foreign  governments .  A  businessman  can  save 
considerable  tunc  during  negotiations  by  providing  a  clear  understand- 
tng  o f  the  present  and  possible  future  effect  of  government  regula¬ 
tions  on  the  pAtce  and  long  term  availability  of  a  product,  especially 
In  the  aAea  of  raw  materials .  Future  government  plans  and  controls, 
as  In  the  area  o f  environmental  regulations ,  are  very  important  to  the 
Japanese  as  well  as  the  attitude  of  federal  and  provincial  governments  to 
foreign  Investment  and  foreigners .  Canada's  Foreign  Investment  and 
Review  Agency  Regulations  were  of  extreme  concern  to  the  Japanese  when 

they  were  first  announced  In  1974. 

It  is  imperative  for  a  Canadian  businessman  to  use  a  go- 

between  If  he  has  not  already  done  business  In  Japan.  The  go-between 
can  be  a  bank  manager  In  Japan,  whom  he  can  contact  Initially  via  a 
letter- of -Introduction  from  the  International  Branch  of  a  Canadian 
bank,  a  Japanese  trading  company  officer,  or  a  Japanese  or  Canadian 
government  official.  A  Canadian  without  a  proper  Introduction  is  a 
stranger  and  Japanese  businessmen  do  not  like  to  do  business  with 
strangers . 

Name  cards  are  important  In  both  the  business  and  social 
life  of  Japan.  All  cards  should  have  the  Japanese  translation  on  the 
reverse  side.  The  higher  sounding  the  title  on  the  card,  the  more  im¬ 
pressive  will  be  the  reception  and  respect  received.  This  is  extremely 
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important  during  any  form  of  negotiation. 

Usually,  introductions  include  more  than  one.  person.  Always 
gi.\ie.  a  card  to  the,  senior  man  first.  This  is  not  difficult  to  deter- 
mtne.  since  one.  will  be.  introduced  from  the,  top  man  down  tn  a  standard 
pe.dcu.ng  order. 

It  is  also  advisable,  to  learn  a  few  Japanese.  phrases  before 
gotng  to  Japan.  It  indicates  a  desire  to  learn  and  understand  the. 
Japanese,  and  will  f tatter  and  plea se  them.  A  tremendous  amount  of 
trust  can  be  generated  during  the  f Irst  meeting  which  will  reap  great 
future  rewards. 

Some  of  the  most  Important  expressions  are'  ( The  capital- 

2.8 

Ized  letters  Indicate  accent  and  Inflection) . 

ha-Ji-meh-shi-teh .  I'm  pleased  to  meet  you 

[for  the  first  time) 

goh-MEN-Ku-dah-sai  .  Excuse  me 

oh-HAH-yoh  .  Good  morning 

KOHN-nl-chl-wah .  Good  afternoon 

KOHN-bahn-wah  .  Good  evening 

ah-ri-gah-TOH  .  Thank  you  very  much 

Although  all  Japanese  study  English  In  school  and  thus  have 

some  knowledge  of  our  language,  the  oral  usage  of  each  Japanese  depends 

on  his  past  contacts  with  non- Japanese.  It  Is  important  to  talk  slowly 

and  use  good  English  so  that  they  will  all  understand  you. 

When  dealing  with  the  Japanese,  one  must  not  be  Impatient 

regarding  a  decision  on  a  business  proposal.  If  one  Is  in  a  big  hurry, 

he  shouldn't  deal  in  Japan.  I f  they  are  pushed  for  a  decision,  one 

may  have  to  settle  for  a  very  polite  "no",  although  the  word  itself 

will  not  be  used. 
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A  Canadian  company  may  phi.dc  Its  ell  on  being  able  to  commit, 
to  a  business  decision  In  a  short  period  ol  time.  Howeve r,  even  In 
Canada,  the  size  ol  the  company  and  the  complexity  oft  the  proposal  can 
require  considerable  study  before  a  commitment  Is  made. 

In  Japan,  most  companies  are  large,  with  a  complex 
organizational  structure.  They  are  run  by  concensus  management  based 
on  the  ringi-sho  or  document  system.  ^ 

A  business  proposal  It  l Irst  prepared  by  the  department  with 
which  negotiations  are  initiated.  The  proposal  Is  circulated  to  other 
departments  and  necessary  comments  or  changes  are  solicited.  A s  it  works 
its  way  to  the  top  lor  approval,  the  proposal  It  seen  by  everyone 
in  the  company  and  they  have  an  opportunity  to  make  suggestions . 

A s  objections  are  recorded,  attempts  are  made  to  reach  a  compromise. 

II  too  many  objections  remain,  the  proposal  dies  a  slow  death.  This 
procedure  can  take  many  months. 

II  the  contract  It  signed,  then  everything  moves  very  quickly 
because  everyone  has  had  an  input  into  the  proposal  and  is  then  anxious 
to  lullill  their  commitment.  The  interesting  thing  about  this  process 
is  the  lad  that  the  total  time  between  initial  negotiations  and  the 
time  the  product  or  service  is  delivered,  may  be  no  longer  and  sometimes 
less  than  a  similar  Canadian  business  contract.  There  will  be  lew 
complications  Irom  the  Japanese  side  during  the  lile  ol  the  contract. 
Although  the  Canadian  may  be  quick  to  sign  the  contract,  in  many  cases 
he  has  considerable  homework  to  do  lollowing  the  signing,  which 
the  Japanese  have  already  completed.  The  Canadian  may  have 
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di^iculty  in  educating  and  winning  over  his  company  management  mem- 
bens  tn  Canada  regarding  the  fiinal  negotiated  contract.  He  must  then 
resolve  problems  like  transpo station,  production  schedules ,  and  raw 
material,  inventory  purchas e*  and  shipments .  Vuring  the  resolution  ofi 
these  problem*,  there  may  be  some  management  members  who  provide  only 
minimum  cooperation  since  they  are  not  sold  on  the  term s  o ^  the  con¬ 
tract  and  did  not  have  any  input  into  the  initial  negotiation*  a*  is 
the  case  with  the  Japanese. 

One  ofi  the  reason*  &or  the  required  Japanese  input  firom  all 
management  member*  is  that  their  view  o ^  the  basic  purpo*e  o ^  busines * 
i*  di^erent  firom  our  main  motive  o ^  profit.  The  Japanese  company  is 
responsible  £ or  the  welfare  ofa  its  employees.  They  negotiate  on  the 
basis  that  the  contract  will  increase  long  term  sales  although  they 
^ully  appreciate  the  necessity  ofa  profit*.  Their  emphasis  is  dififier- 
ent.  A  Canadian  should  therefore  stress  sales  growth,  how  the  con¬ 
tract  will  improve  job  security  and  improve  the  prestige  ofi  the  com¬ 
pany. 

Vuring  negotiations ,  it  is  extremely  important  as  to  what 
is  said  or  suggested.  This  can  be  more  important  than  the  fiinai  writ¬ 
ten  contract.  In  e^ect,  the  Japanese  have  learned  that  all  future 
situations  brought  about  by  changes  in  business  conditions  cannot  be 
forecast  accurately  and  written  in  black  and  white.  This  type  o& 
subtle  and  highly  personal  negotiating  is  extremely  di^icult  ior  a 
Canadian  on  a  fiirst-time  basis.  Japanese  are  very  quick  to  recognize 
hidden  Reeling*.  Our  business  dealings  are  becoming  more  direct  and 
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Impersonal.  However,  since  Canada  is  a  young  country  and  oua  history 
ds  not  very  faaJi  removed  fa om  the  pioneer  er a,  we  may  h ave  an  edge  tn 
this  area  over  our  American  counterparts .  Many  oh  the  faAcfiatheAA 
within  oua  mmoAy,  made  business  deals  oven,  a  handshake  bated  on 
trust,  which  is  not  dlAAimilar  faom  the  Japanese  May. 

The  A esult  oh  patience  and  understanding  and  tough  negotiat¬ 
ing  can  fand  big  rewards  In  this  afaluent  export  maAket. 

At  In  any  society,  l h  you  understand  the  system,  thence  aAe 
shout-cuts  which  can  Apeed  up  the  negotiating  pAoceAA .  A a  an  example, 
an  Albenta  controlled  company  ( minimum  oh  51 %  Albenta  ownership )  can 
request  the  assistance  oft  an  international  Trade  director  faom  the 
Alberta  Export  Agency  far  doing  buAlneAA  In  Japan.  Mr.  VennlA  McGrath, 
a  Canadian  who  previously  was  oa a  o  dated  with  Japanese  trading  compan¬ 
ies  far  many  years,  bring  a  two  Important  advantageA  to  the  negotiating 
table : 

1 .  He  Is  well  known  and  reA peeled  by  the  major  Japanese 
trading  companies . 

1.  The  Alberta  Export  Agency  Is  part  oh  the  Alberta  Govern¬ 
ment  and  Japanese  encourage  foreign  government  representa¬ 
tion  during  negotiations . 

To  the  Japanese,  the  presence  oh  the  Alberta  Export  Agency 
during  negotiations  suggests  the  hull  co-operation  oh  the  Alberta 
Government.  Mr.  McGrath  advises  Japanese  companies  regarding  any 
Alberta  or  Canadian  government  regulations  or  programs  which  might 
assist  or  restrict  a  potential  contract  or  joint  venture  agreement. 


\ 
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Initial  negotiations  can  be  carried  out  at  a  high  manage¬ 
ment  level.  such  as  between  the  president  ofi  an  Alberta  company  and 
the  Board  ofi  Directors  o ^  the  Japanese  company.  Subsequent  negotia¬ 
tions  can  progress  very  quickly  since  the  teams  ofi  reference  are  pre- 
establtshed  and  only  the  details  need  to  be  worked  out  at  the  lower 
levels  ofi  both  organizations . 

Other  Canadian  provinces  have  similar  organizations  to  the 
Alberta  Export  Agency  and  can  be  very  helpful  when  Investigating  or 
negotiating  In  the  Japanese  export  market. 
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Internal  Env ironmental  Factors 
A.  VJSTRJBUTJON-RETAILJNG-HJHOLESALJNG 
} .  distribution 

Tke  relativ  ely  complex  distribution  system  in  Japan  is  not 
o i  direct  concern  to  processed  fiood  exporters,  since  most  products 
usually  enter  through  a  trading  company  near  the  end  oi  the  ckaln  oi 
distribution.  li  raw  materials  are  being  exported,  tkc  product  en¬ 
ters  at  tkc  beginning  oft  the  distribution  ckannei  and  tke  exporter 
need  not  be  concerned  about  tke  subsequent  complexity.  Complexity 
results  it om  tke  laAge  number  o i  processors ,  distributors ,  and  Aetaii 
outlets.  These  oac  combined  with  varying  degAeet>  oi  concentration 
Aapidity,  depending  on  tke  pAoduct  and  level  o i  distribution.  Tkere 
oac  iour  main  ways  to  distribute  a  product  in  Japan: 

i)  Utilize  existing  distribution  channels  oft  trading  companies 
or  major  wholesalers . 

ii)  Form  a  group  oi  companies  and  sell  under  a  trade  mark,  thus 
sharing  in  the  cost  o i  promotion  on  a  unit  export  basis, 

iii)  Use  tke  distribution  ckannei  oi  a  non-competitive  Japanese 
producer. 

iv)  Use  tke  institutional  route  to  gain  access  to  a  concentrated 
marketing  outlet,  since  tkere  are  a  small  number  oi  large 
end  users. 

For  most  Canadian  companies,  going  it  alone,  by  setting  up  a 
completely  new  distribution  system,  is  extremely  risky,  especially  ii 
tke  company  has  no  long  term  experience  in  Japan. 
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The  minimum  dlttnlbutlon  Inf  o  Amotion  Aequlned  by  a  potential 
pn.odu.cJ:  <ix.ponJ.eA  often  visiting  Japan,  c.an  be.  AummoAlzed  -into  thnee 
aneju . 

-  Voes  the  pAoducX  meet  the  ApeclflcatlonA  of  the  Japanese 
mankeJ?  Thlt  it  not  only  with  AegaAd  Jo  Individual  Japanese 
acceptance,  which  may  Aequlne  a  maAket  nesexv ick  pn.ogn.am,  but 
qualification  with  Aespect  to  Japanese  govennment  Aegulatlont, 
health  and  Aafety  AtandaAds ,  labelling ,  and  packaging , 
Aequlned  foA  the  expo  At  pAoduct. 

-  Vetenmtne  which  who  let  alent  have  the  best  accent  capability 
tknough  Aetallent  and  what  methods  one  used  by  pAoducent  to 
motivate  wholes  alent  in  pAomoting  a  pAoduct. 

-  Vetenmtne  the  pAopontlon  o f  pAoduct  which  It  Aold  tknough 
mall  nelghboAhood  a  to  Act ,  AupenmaAkett ,  oa  depantment  AtoAes 
and  the  quantltlet  bold  thAough  each. 

The  complexity  of  thlt  dlttnlbutlon  AyAtcm  hat  been  Influ¬ 
enced  by  the  concentAatlon  of  Japanete  Invettment  In  manufactunlng 
which  hat  made  majoA  endeavont  In  technology  and  efficiency .  PAoduc- 
tlvlty  and  concentAatlon  In  dlttnlbutlon  hat  been  veAy  Alow  In  Aelatlve 
tenmA . 

Although  the  AupenmaAket  concept  it  gaining  acceptance,  the 
majonlty  of  final  dlttnlbutlon  It  thnough  Amall  AetAll  outlett  which 
have  Apeclallzed  In  pantlculan  pAoductt  and  have  cluttened  togetheA, 
thut  necctAltatlng  Individual  pAoduct  Ahopplng.  Thlt  It  especially 
tAue  of  food  a  to  Act,  whene  only  Aecently  the  AupenmaAket  concept 
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became  gAowth  oAlented,  but  Is  not  expected  to  captuAe  oa  laAge  a 
Ah aAe  o{  the,  market  as  In  Canada. 

The  complication  ofi  tint  Japanese.  dlAtAlbutlon  AyAtem  Is  In 
dealang  with  a  laAge  numbeA  ofi  AetalleAA  and  wholesaleAA .  On  the  one 
hand,  the  AmalleA  the  expoAteA,  the  longeA  the  length  ofi  the  dlstAl- 
button  channel.  This  Aesults  In  loweA  pAofilt  maAglnA  and  a  AmalleA 
AhaAe  o ft  the  potential  maAket,  Alnce  gAowth  Mitt  be  dl^lcull.  On  the 
otheA  hand,  when  the  expoAteAA  aAe  limited  to  a  ^ew  laAge  ^lAms,  Auch 
oa  In  the  metalluAglcai  coal  IndwstAy,  AaleA  aAe  made  on  a  dlAect 
baAlA . 

ToAelgn  ^Iajtia  who  have  been  AucceAA^ul  In  maAketlng  In  Japan, 
wheAe  dlAtAlbutlon  woa  an  tmpontant  fiactoA,  have  two  main  chaAacteAls- 
tlcA .  They  have  made  a  commitment  to  be  A&cognlzed  as  a  long  teAm  Ae- 
llable  AouAce  ofi  Aupply  and  have  tied  up  with  Japanese  tAadlng  com- 
panleA  who  may  contAol  laAge  wholeAaleAA . 

ChannelA  ofi  dlAtAlbutlon  £oa  many  pAoductA  aAe  highly  Aag - 
mented  wheAe  the  chain  may  conAlAt  ofi  thAee  wholesale  InteAmedlaAleA . 
VlguAe  10  {, oa  fiood  dlAtAlbutlon  vividly  demonAtAates  this  jj Augmenta¬ 
tion  and  AhowA  that  47.4 %  o ^  wholesale  puAchaseA  aAe  fiAom  otheA  whole¬ 
AaleAA.  This  It  due  to  the  concept  o&  pAlmaAy,  AecondaAy,  and  tentl- 
aAy  wholeAaleAA. 

Aa  mentioned,  Japan  hat  had  to  allocate  ItA  paAt  InveAtment 
In  manufiactuAlng  InduAtAleA  while  dlAtAlbutlon  wat  not  developed.  The 
Japanese  necognlze  the  coAt  to  thelA  economy  and  aAe  now  addressing 
themA elves  to  the  pAoblem  o{  ImpAovlng  pAoductlvlty  In  dlAtAlbutlon 
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*y*tejm*.  The  "oil  *h ock"  oi  late  1973  re*ulted  in  higher  co*ts  io> i 
slow  materials  while  wages  also  increased  rapidly.  These  events 
nece**itated  tailing  a  hard  took  at  where  majos i  laving*  can  be 
ejected  in  order  to  reduce  co*t*.  distribution  is  one  oi  the  main 
target  areas. 

However,  these  change*  are  going  to  vary  in  note  depending 
on  the  particular  industry.  The  ultimate  goat  i*  to  shorten  distribution 
channels  while  *titl  being  cognizant  oi  the  *  octal  *y*tem  which 
now  exi*t*>.  Although  change*  have  been  relatively  *low  ior  mo*t 
distribution  systems,  the  tran*  formation  ha*  been  initiated  and  will 
have  a  major  eHect  on  eHiciency  a*  it  i*  accepted.  The  emergence  oi 
seli~*erve  *tore*  at>  labour  co*t*  escalate,  i*  a  good  example. 

Since  *ocial  change*  are  disruptive,  seli~*erve  *tore*  have  not 
grown  a*  quickly  a*  in  Canada,  due  to  Japanese  attitude*. 

Figure  11  *how*  that  wholesale  and  retail  trade  account 
ior  IS.  3 %  oi  the  net  domestic  product.  Figure  12  illustrate*  the 
distribution  o{  *ize  oi  retail  and  wholesale  outlets  which  *how  there 
are  over  900,000  one  to  two  people  retail  store*  and  about  56,000  one 
to  two  people  wholesale  outlet*.  The  number  oi  retail  *tore*  per 
1000  population  in  Japan  is  about  19  compared  to  Canada  at  7,  and  2.9 

2  n 

ior  wholesales  compared  to  Canada  at  about  1.4. 

2.  Wholesaling 

The  concentration  oi  wholesaling  to  increase  productivity  is 
progre**ing  at  a  ia*ter  rate  than  in  the  retail  area.  This  has  been 
caused  by  the  ioltowing  iive  major  iactors: 
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l)  Manufacturing  has  been  concentrated  by  mergers  and  larger 
plant*  a*  well  a*  focusing  on  the.  development  of  a  better 
wholesale  distribution.  This  ha*  been  accomplished  by  In¬ 
vestment  Into  more  evident  distribution  systems  In  the 
form  of  buildings  and  bulk  handling  facilities . 

II)  Wholesalers  have  merged  together,  to  be  competitive  with 

the  manufacturers  who  have  developed  their  own  distribution 
systems . 

Ill)  Mergers  In  turn  have  caused  the  larger  wholesalers  to  set 

up  the  Japan  Voluntary  Chain  Association,  which  Is  made  up 

33 

of  small  retailers.  This  provides  a  stabilization  effect 
for  the  wholesalers ,  since  they  now  have  a  captive  market. 

Iv)  The  general  trading  companies  have  been  concentrating  on 
combining  their  distribution  channels  for  Increased  effic¬ 
iency.  They  In  turn  have  moved  Into  production  and  retail¬ 
ing  In  order  to  protect  their  position  as  major  Importers. 
As  a  result,  distribution  lines  have  been  shortened  from 
the  Import  of  raw  materials  to  retail  distribution  In  areas 
like  foodstuffs  and  textiles. 

v)  Self  service  stores,  which  Include  supermarkets ,  since  they 
represent  large  chain  stores,  have  the  effect  of  merging 
wholesalers  In  order  to  provide  lower  prices.  In  some 
cases,  the  chain  stores  attempt  to  purchase  directly  from 
the  manufacturers,  thus  having  the  effect  of  concentrating 


t 

\ 

* 


44 


wholesalers  in  order  to  provide  competitive  prices  and 
better  service. 

These  hectors  have  had  the  ehh&ct  o h  not  only  increasing 
productivity  in  wh olesales,  but  c^icicncy  has  been  concentrated  in 
the  larger  wholesale  operations  where  volume  is  a  major  factor.  This 
point  is  shown  in  Figure  13,  where  sales  per  person  h or  wholesales 
with  100  or  more  employees  is  twice  that  o h  the  50-99  size  range. 

The  {$act  that  wholesaling  productivity  has  been  increasing  more  rap¬ 
idly  than  fior  retailing  is  shown  by  retail  sales  &or  100  or  more  em¬ 
ployee  sized  outlets  which  are  only  about  37 1  greater  than  h or  50-99 
employee  sized  outlets. 

3.  Retailing 

Traditionally,  the  role  oh  the  small  retailer  has  been  very 
dominant  in  Japan.  This  has  had  a  much  greater  influence  on  the  rate 
oh  concentration  towards  productivity  than  in  wholesaling .  The  family 
owned  and  operated  retail  outlet  is  still  a  very  dominant  h orce  in 
Japan.  Economic  pressures  on  the  small  retail  outlets  have  not  been 
as  great  as  those  we  have  encountered  in  Canada.  Most  small  retailers 
own  their  stores  and  usually  live  above  them,  thus  overhead  costs  have 
been  reasonably  stable.  Many  oh  the  owners  are  generally  older  and 
have  not  changed  their  relative  lihe  styles  or  costs  oh  living  as  rap¬ 
idly  as  the  younger  generation.  Since  small  retailers  represent  9-10 % 
oh  the  total  working  population,  there  has  been  little  political  press¬ 
ure,  such  as  higher  land  taxes,  to  ehhdciency  by  increasing  the 

size  oh  retail  outlets. 
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Wkm  ch ooslng  a  retail  distribution  system,  the  type 
°i  product  being  exported  will  determine  the.  number,  size,  and  type. 

°l  ^<stall  outlets  required  to  achieve  anticipated  sales  volume.. 

An  exporter  mutt  therefore  be.  cognizant  ofi  market  trends  before 
cheating  a  distribution  system  since  nvit calculated  adjustments  In  the 
future  could  mean  a  temporary  on  permanent  lost  o&  export  tales, 
bon  an  Inexpenlenced  exponten,  this  complexity  might  best  be  handled 
by  a  trading  company  which  knows  the  tnends  and  can  adjust  dlstnlbutlon 
channels  to  meet  changing  manket  conditions. 

4.  Specialization 

Anothen  Japanese  characteristic  which  Is  dlfifienent  finom 
othen  countnles  Is  that  the  wholesalens  and  netallens  one  veny 
specialized  as  companed  to  being  highly  diversified  In  Canada.  As  a 
nesult,  thene  one  large  numbens  of  retail  outlets  at  a  majon  stneet 

Intent ectlon  on  commuten  tnaln  stop.  Most  shopping  Is  done  at  small 
outlets  which  one  within  10-15  minutes  walking  distance  from  homes 
on  apantments.  These  clustens  senve  the  same  function  as  shopping 
centnes  In  Canada  whene  we  also  have  many  small  shops  In  addition  to 
the  larger  department  stones  and  supenmankets . 

The  pattenns  of  shopping  In  Japan  ane  traditional  and  one 
neslstant  to  change  thus  strengthening  the  position  of  the  small 
retailor.  This  pattern  Is  further  strengthened  by  the  personal, 
relationships  between  each  retailor  and  his  customers.  Japanese 
dislike  being  non-entltles  In  a  large,  evident  supermarket  with 
Its  sterile  atmosphere.  For  these  reasons  the  rate  change  In 
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phoductlvlty  has  been  lowest  fo> i  the  hetall  vets  us  wholes  cute 

dlsthlbutlon  system.  This  ne.ph.eA ents  a  high  cost  to  the  Japanese 
economy  since  theAe  ahe  about  1.4  million  hetall  outlets  In  Japan. 

5.  Examples  of  Specific  distribution  Systems 

The  fohegolng  has  been  a  deAchlptlon  of  the  geneAal  dlsthl- 
buutlon  system  In  Japan.  HoweveA,  theAe  aAe  significant  vaAlatlons  In 
cUsthlbutlon  palteAns  foh  dlffehent  products.  In  ohdeh  to  Ulus  that  e 
this  point,  an  example  In  foodstuffs  Mill  be  used  as  a  typical 
consumeh  Item  as  i veil  as  plywood  to  hephesent  an  Indus  thiol  phoduct. 

a)  Foodstuffs  -  MEAT 

Flguhe  14  Ulus  that  es  the  dlsthlbutlon  of  hetall  stones  In¬ 
volved  In  the  vahlous  types  of  food  phoducts,  showing  specialization 
and  numbehs.  Flguhe  IS  shows  slmllah  Infohmatson  on  wholesales . 

One  of  the  most  complex  food  dlsthlbutlon  systems  Is  the 
existing  one  foh  meat  as  shown  In  Flguhe  16,  pahtly  due  to  Its  pehlsh- 
abUUty.  This  dlsthlbutlon  system  magnifies  the  advantages  of  using 
a  Japanese  thadlng  company  with  the  hequlhed  dlsthsbutcon  system.  Al¬ 
though  Impohted  meat  comes  In  helatlvely  neah  the  end  of  the  dlsthabu- 
tlon  chain,  It  must  be  competitive  with  domestic  phoductlon.  Only  a 
thadlng  company  can  phof stably  dlsthabute  an  Impohted  meat  phoduct  as 
past  of  Its  total  mahketlng  opehatuon. 

b)  Industhlal  Phoduct  -  PLYWOOD 

Flguhe  17  Ulus  that  es  the  dlsthlbutlon  chain  foh  plywood, 
most  of  which  ohlglnates  fhom  an  Impohted  log.  Logs  aie  puhchased 
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from  Canada  by  a  major  trading  company  f on.  a  group  of  plywood  milts. 
These  mills  co -operate  In  terms  oft  common  raw  material  as  well  a s 
warehousing  facilities  and  use  a  common  sales  network.  Imported  ply¬ 
wood  starts  at  the  primary  wholesale  point.  The  primary  wholesaler 
sells  to  large  users  or  through  an  Intermediary.  There  are  secondary 
or  tertiary  wholesalers  who  sell  to  smaller  users  like  furniture  manu¬ 
facturers,  or  small  construction  companies.  The  function  of  the  trad¬ 
ing  company  may  not  be  restricted  to  Importing  raw  logs  but  could  In¬ 
clude  wholesale  distribution.  In  1970,  trading  companies  handled  SO % 
of  the  plywood  mill  production  since  they  were  also  able  to  offer 
credit  facilities .  A  simitar  distribution  system  operates  for  lum- 
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8.  PROMOTION- AVVERT1S1NG 
1 .  Promotion 

Promotion  Iyi  Japan  is  highly  dependent  on  studying  the.  meth- 
odA  oh  motivating  wholesalers ,  since  they  play  a  more  important  role 
in  retailing  especially  In  exporting  consumer  product*.  This  Ia  pri¬ 
marily  due  to  the  highly  htagmented  retail  system  u)tUc.h  exists  h0> i 
many  products. 

In  discussing  promotion,  there  are  two  main  and  A eparate 
types  in  Japan.  The  fainAt  Ia  "in-channel  promotion"  within  the  dis¬ 
tribution  system  and  the  second  Ia  "consumer  promotion”  similar  in 

35 

many  way a  to  Canada. 

It  Ia  imperative  to  understand  the  complex  and  ail  encompass- 
ing  Aet  oh  rebates  and  Aervices  used  in  Japan  with  wholesaler  and  re¬ 
tailers.  The  wrong  AyAtm  which  is  not  competitive  can  be  extremely 

% 

coAtly  and  yet  provide  limited  contribution  towards  increaAed  A  ales . 

Market  intelligence  is  extremely  vital  in  promotion.  An  ex¬ 
porter  muAt  provide  the  right  level  oh  incentives .  In  order  to  do 
this  he  muAt  know  what  incentives  are  being  ordered  by  the  competition. 
lh  the  product  is  relatively  new  and  will  require  conAlderable  promo¬ 
tion  by  the  wholesaler,  the  incentive  muAt  be  there  to  cover  the  addi¬ 
tional  coAt  oh  a  kills  and  ehh°^l  required  to  sell  the  product.  lh  the 
product  is  well  known  or  haA  a  high  demand  h&rtor  due  to  limited 
Aupply,  then  the  incentive  need  not  be  oa  great.  In  this  caAe,  little 
ehhort  is  required  to  A  ell  the  product  and  there  may  be  competition 
among  wholesalers  to  handle  the  export  item. 


. 
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Negotiations  of  this  typo,  are  very  difficult  and  r equire. 
considerable  knowledge,  of  the  Japanese.  marketing  system.  A  company 
may  negotiate  tn  what  they  consider  to  be  a  tough  and  hand  bangaintng 
exercise.  This  may  result  tn  insufficient  incentive  f on  the  wholesaler 
on.  retaileA  who  will  quickly  lose  interest  in  the  pnoduct. 

The  objective  is  to  pnovide  incentive*  which  result  in  a 
cost  of  marketing  which  iA  lower  than  if  the  exporter  attempted  to 
set  up  hi*  own  *y*tem. 

Thene  one  considerable  services  which  wholesalers  pnovide  to 
retailers  *uch  a*  puncha*ing  good*  on  consignment.  Tf  tuAnoven  is  too 
Alow,  the  retailer  can  return  the  good*.  The  wholeAaler  may  also 
finance  account*  receivable.  Tn  either  ca*e ,  the  wholeAaler  must  be 
compensated  for  the  risk  factor.  The  importance  of  long  term  personal 
relationship *  between  the  wholesaler  and  retailer  enhance  the  position 
of  the  wholesaler. 

Table  12  illustrates  the  type  of  rebate  levels  used  in  Japan. 
The  levels  of  margin  for  some  food  products  are  shown  in  Table  13. 

Rebates  do  not  come  under  any  anti- trust  regulation*.  However, 
maximum  margin  levels  can  be  controlled.  As  an  example,  thje  posted 
price  f or  retail  appliance*  cannot  be  more  than  13%  above  the 
discounted  price. 

Tn  addition  to  margins,  rebate*  and  services  tike  those 
provided  to  retailers,  other  promotional  incentives  such  a*  trip*  to 
resort  areas  like  Hawaii,  and  occasional  gifts  when  sales  are  going 
well,  are  just  as  important.  Reinforcement  for  good  sale*  results  is  as 
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necessaAy  as  Incentives  ho  A  ZncAe.cui.ng  sales  in  Japan. 

PAomotlon  Zn  the.  hood  aAea  can  be  veAy  ehh^otlve  by 
using  a  solo  h°°d  hulA.  An  example  oh  a  *ucce**hul  Canadian  pAomoZZon 
waA  the  $42  mZllZon  poAk  contAact  between  the  tAading  company  oh 
Hlssho-lwal  and  seveA al  AlbeAta  packing  plants  announced  Zn 
W ovembeA,  19  15.  The  contract  loch  ZnZtZated  by  the  AlbeAta  Expont  Agency 
thAough  a  solo  meat  A  how  Zn  Tokyo  Zn  June ,  1914 ,  wheAe  AlbeAta  packing 
plants  displayed  thelA  meat  pAoduct*  .TAading  company  o  hh^olals ,  plus 
AetalleAS  and  wholesaleAS  weAe  Invited  to  sample  AlbeAta  meat  pAoducts. 
This  Aesulted  Zn  an  Initial  two  yeaA  poAk  contAact  to  evaluate  the 
maAket  potential.  VuAlng  this  peAlod,  detail  men  htom  the  AlbeAta 
ExpoAt  Agency ,  the  AlbeAta  Hog  M aAketlng  PAoduceAS  BoaAd,  hog  pAoduceAS 
and  pAocessoA s,  visited  Japan.  WholesaleAS  and  AetalleAS  weAe 
ZnteAvlewed  and  evaluation*  weAe  completed  a*  to  maAket  acceptability 
and  AequlAed  change s.  Subsequent  negotiations  Aesulted  In  a  thAee  yeaA 
contAact  hoA  408,000  hogs,  which  Includes  only  spedhlc  cuts,  h0/ 1  a 
total  contAact  value  oh  $42  million.  VuAlng  the  eighteen  months  pAloA 
to  signing  the  latest  contAact,  AlbeAta  hog  pAoduceAS  and  pAocessoAS 
weAe  able  to  demonstAate  that  they  weAe  a  a ellable  long  teAm  souAce  oh 
supply  oh  poAk.  They  could  dellveA  on  time  with  a  AepAoduclble  quality 
oh  euts  to  meet  the  Japanese  consumeAS'  speclhlcatlon* . 


2.  detailing 

An  ImpoAtant  aspect  oh  Any  expo  At  maAketlng  pAogAam  Is  to 
enSuAe  that  the  pAoduct  meets  the  AequlAements  oh  the  maAket. 
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This  Is  done,  by  a  regular  Survey  of  how  the  product  Is  meeting 
the.  competition.  Since  consignment  sales  are  very  dominant ,  the 
volume  06  sales  from  the  exporter  may  not  Indicate  the  existing 
situation  since  products  may  be  returned  to  the  wholesaler.  This 
may  ultimately  be  too  late  to  correct  the  situation. 

determining  the  potential  product  returns  based  on 
preliminary  sales,  Is  extremely  Important  since  corrections  or 
modifications  are  costly  due  to  the  long  pipeline  between  the 
exporter  and  the  retail  outlet.  The  detaller  also  develops  personal 
relationships  with  the  exporter,  wholesaler,  and  retailer.  This 
results  In  meaningful  feed-back  Information  as  quickly  as  possible 
In  order  to  reduce  potential  losses. 

Vetallers  also  assist  the  retailer  In  merchandising  the 
product  by  advising  on  promotional  display  cases  and  other  display 
arrangements . 

j  , 

3.  Consumer  Promotion 

Use  of  the  advertising  media  In  Japan  Is  not  too  different 
from  Canada,  l.e.,  the  primary  purpose  Is  to  Inform  the  consumer  about 
available  products  and  create  a  demand  for  their  products.  Table  14 
gives  a  breakdown  of  the  use  of  advertising  media  and  a  comparison 
with  Canada. 

Japan  and  Canada  are  similar  In  usage  of  newspaper  advertising. 
The  Japanese  watch  T.U.  more  and  listen  to  ractcos  less  than  Canadians. 
This  accounts  for  nearly  a  2 .7  to  1  ratio  of  Japan  to  Canada  In  the 
use  of  T.V.  advertising  expenditures.  The  ratio  of  radio  advertising 
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expenditune  is  about  2:1  fan  Canada  vensus  Japan. 

It  is  also  intenesting  to  note,  that  Japanese.  expenditune  on 
adventising  media  was  $2.5  billion,  as  companed  to  Canada1 6  $ 1.5  billion 
tn  1972,  which  is  less  than  twice  at  much  cut*  Canada  fan.  a  population 
live  time s  gneaten. 

Flgune  IS  shows  the  faun  majon  media  and  how  they  one  used 
by  vanlous  industries. 

The  use  ol  ado  enticing  agencies  in  Japan  lt>  basically  Lim¬ 
ited  to  betting  space  on  time  to  companies.  Instead  o£  contnactlng 
design  and  planning  o£  a  complete  manketlng  pnognam  to  an  adv enticing 
agency,  ab  lb  done  in  Canada,  each  company  co-ondlnates  its  own  oven- 
all  pnognam.  The  concept  ofi  loyalty  in  Japanese  cultune  makes  it  difa 
facult  fan  companies  to  accept  the  idea  that  an  adventising  agency  can 
handle  manketlng  plans  fan  competing  companies.  A b  a  nesult,  fanelgn 
adventising  agencies  have  had  Limited  success  In  selling  theln  expen- 
tise  In  Japan  and  theln  business  has  been  confined  to  fanelgn  compan¬ 
ies.  In  addition,  Japanese  adventising  agencies  pnovide  cnedit  fan 
punchasing  media  time  and  space  which  nequines  considenable  fananclal 
backing.  Since  most  Japanese  companies  have  a  high  debit/ asset  natio, 
they  look  upon  adventising  financing  as  pant  oft  theln  nonrnai  business 
openations .  The  concept  has  developed  huge  Japanese  adventising 
agencies  to  the  point  whene  Japan's  Longest  nanks  thind  in  the  wonld 
in  total  nevenue  faom  adventising  faes. 

The  Fain  Tnade  Commission  (FTC),  negulates  sales  pnomotlon 
pnemium  value.  The  Limitations  on  pnlze  value  is  shown  in  Table  15. 
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which  cannot  exceed  1%  oft  total  sales.  In  addition,  there  one  also 
regulations  Milk  regard  to  types  and  content  o{>  product  label  wording. 
No  product  advertising  claims  are  allowed  or  which  a  company  cannot 
provide  data  to  substantiate  tke  ad. 

Several  industrial  organizations  have  developed  testing 
standards  which  can  kelp  to  promote  an  imported  product.  These  are 
marks  otf  quality  and  assist  tke  consumer  in  comparing  and  substituting 
products.  Some  standards  are  compulsory  but  exporters  are  also  wise 
to  fiully  utilize  tke  market  promotion  value  o voluntary  standards  and 
their  associated  marks  oft  quality. 
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C.  MARKETING  RESEARCH 

Aiten  Atadylng  tl xe  vanlouA  Zntennal  and  extennal  environmen¬ 
tal  iactonA,  tl xe  Canadian  exponten  will  have  a  basic  undens  landing  oi 
the  potential  expont  manket  Zn  Japan.  Howeven,  he  most  than  zen o  Zn 
on  his  pantlculan  product  on.  Aenvlce  which.  bnlngA  him  to  the  Atage  oi 
considering  a  pnoiesAlonal  market  Atudy.  Aiten  defining  hi s  tenmA  oi 
neienence,  he  Is  on  his  way  to  initiating  one  oi  the  mo  At  wonthwhlle 
aids  to  oaaZaI  him  Zn  his  marketing  pn.ogn.am  ion  Japan.  By  asking  the 
night  questions ,  an  exponten  can  establish  a  tneaAune  houAe  o i  i acts 
and  ilgunes  Zn  onden  to  pZan  and  develop  a  manketlng  Atnategy  and  make 
Intelligent  management  decisions .  Hniontunatzly ,  as  obvlouA  oa  thlA 
Za  to  moAt  companies  In  Canada,  many  do  not  follow  this  appnoach  Zn 
Japan.  ThlA  Za  pant  oi  the  neaAon  companies  i all  Zn  thlA  manket. 

They  end  up  hiding  behind  the  bamboo  contain  oi  myAteny,  not  knowing 
what  went  wnong.  Manket  neAeanch  Zn  Japan  Za  even  mone  eAAentlaZ  than 
Zn  Canada.  It  minimizes  Investment  nlsk  by  neduclng  the  numben  oi  un¬ 
knowns.  This  comes  down  to  the  AlmpZe  fiact  that  thene  aJie  a  gneaten 
numben  oi  unknowns  ion  a  Canadian  buslnesAman,  Alnce  Japan  Za  a  unique 
manket  with  Its  own  cuAtomA,  histony,  cultunaZ  tnalts ,  Institutions , 
and  Japanese  attitudes.  Some  oi  the  iacts  and  ilgunes  nequlned  ion 
expontlng  pnoducts  Include  the  ioZZowlng ; 

a)  Will  the  pnoduct  meet  the  Japanese  a p educations? 

b)  What  Is  the  best  way  to  pnomote  the  pnoduct? 

c)  How  does  the  pnoduct  compane  Zn  pnlce  and  quality  to  compet¬ 
itive  pnoducts,  both  domestic  and  othen  ionelgn  ImpontA? 
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d)  What  le  the  beet  distribution  AyAtem? 

e)  What  h'bnanclng  le  available  which  ahh&cte  payme.nl,  credit, 
and  delivery ? 

h)  What  are  the  Aahety  and  health.  Atandarde  which  muet  be  met? 

g )  What  ojie  the  Import  regulatlone? 

h)  What  warranties  and  ah  ter" a ervlce  practices  prevail? 

1)  What  one  the  labelling  and  packaging  r equlremente ? 

j )  Art e  theJie  government  regulations  or  controls,  existing  or 
anticipated,  which  will  a^ect  product  a  alec  ? 

k )  What  are  the  h air  trade  and  pricing  Iowa? 

l)  What  are  the  tax  laiWA  faor  repatriation? 

m)  What  Ia  the  availability  and  coAt  oh  labour  and  personnel 
requirements? 

n)  What  Ia  the  beet  way  to  enter  the  market  and  acquire  a  mar¬ 
ket  Ahare? 

(I)  appoint  an  Import  agent  Auch  oa  a  trading  company? 

(llj  licence  a  domectlc  producer? 

[Ill)  ee labile h  a  branch  plant? 

[lv]  ectabllch  a  joint  venture  operation  In  Japan  or  Canada? 
[v]  acquire  an  existing  Japaneee  company? 

The  ^Irct  Important  part  oh  the  market  research  Atudy  Is  to 
chooAe  a  Japaneee  reeearch  tflrm.  A  good  place  to  Atari  Is  with  the 
Chamber  oh  Commerce  and  the  Canadian  EmbaeAy  In  Tokyo  plue  the  Japan 

2  Z 

Market  Association.  They  are  hamlllar  with  hi we  wk o  have  completed 
market  reeearch  Atudlee  h0/l  Canadian  com  panlee  and  have  Auhhlrlent 


V 


56 


feed-back  to  AuggeAt  competent  firmA.  Interviewing  a  good  number  of 
companieA  wilt  Aoon  reAuit  in  ze/ioing  in  on  one  that  can  meet  your 
objectiveA . 

Having  choAen  a  reAearch  f inm ,  it  iA  then  important  that 
both  AideA  undeAAtand  theta  respective  reAponAibiiitieA .  I n  order  to 
maximize  the  benefits  of  the  Atudy,  key  personnel  in  the  Canadian  com¬ 
pany,  including  manufacturing,  accounting  and  personnel  managers,  in 
addition  to  the  marketing  manager  and  President,  Ahould  work  cloAely 
with  the  Japanete  reAearch  company.  ThtA  provides  for  a  conAtant 
evaluation  of  the  program  and  reduces  loAt  time  and  effort  in  produc¬ 
ing  the  required  information. 
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CHAPTER  III 

ANALYSIS  Of  VATA 

The.  economic  gAowth  Aate  o f  Japan  ha*  bam  one  of  the  mo  At 
ApectaculaA  of  any  country  tn  the  wo  Aid  until  the  "oil  a  hock”  oft  late, 
1973.  ThtA  maAked  tl re  beginning  o f  o:  wonldwide  Aecession  and  Japan 
woa  no  exception.  In  fact,  the,  incAeaAed  pAice  of  oil  affected  Japan 
moAe  than  any  otheti  developed  country. 

Since,  Japan  kaA  onJLy  limited  natural  AeAouAces ,  pAime  ex¬ 
poAtA  ate.  manufactuAed  pAoductA  which  accounted  foA  94%  of  total  ex- 
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poAtA  in  1973.  PAoceAAing  AequiAes  energy  and  when  the  coAt  o f 
oil  AtaAted  incAeaAing,  it  affected  eveAy  pAoduct  Japan  pAoduced, 
both  foA  the  domestic  maAket  and  foA  expoAtA.  Ulhen  domeAtic  pAiceA 
go  up  becauAe  of  higheti  eneAgy  coAtA,  wageA  geneAally  follow  and  thiA 
woa  tAue  in  Japan.  luJageA  AoAe  32.9%  in  the  ApAing  of  1974. 

In  addition,  aow  material  coAtA  escalated,  which  AepAeAented 
32.9%  of  all  impoAtA  in  1973  oa  well  oa  the  pAice  of  impoAted  food- 
A  tuff  A  which  accounted  foA  16%  of  impoAtA. 

Since  expoAtA  to  the  United  StateA  AepAeAented  26%  of  Japan- 
eAe  expoAtA,  the  AubAequent  AeceAAion  in  the  United  StateA  had  a  dAa- 
matic  effect  on  the  JapaneAe  economy. 

A  a  a  AeAult  of  theAe  wonldwide  events,  the  tAendA  of  the 
paAt  can  no  longeA  be  uAed  to  pAedict  the  futuAe  Aate  of  expanAion  of 
the  JapaneAe  economic  a ectoAA .  The  Aate  of  gAowth  in  almoAt  eveAy  Aec- 
toA  will  now  change  oa  the  Japanese  goveAnment  institutes  new  fiscal 
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and  monetany  policies  to  meet  the  economic.  nealities .  In  addition, 
tha  attitudes  ofi  tke  Japanese  towand  gnowtk  fion  gnowtk’ 6  6ake  k ave  al- 
60  changed.  A  gneaten  concern  ka6  been  6k own  &on  tke  "quality  ol  li^e" , 
6 touting  with  cleaning  up  tke  envinonment. 

Tke  Japane6e  government  and  tke  Bank  ofi  Japan  Initiated  ne- 
6tnnctxve  fa-iscal  and  monetany  polleie6  In  eanly  1973  when  commodity 
pnices  6kowed  abnormal  incneases  In  late  1972. 

In  1972,  tke  discount  note  wa6  4. 251.  By  Vecemben,  1973, 
tke  o^icial  discount  mate  u>a6  incneased  to  9%  while  tke  nesenve  natio 
was  incneased  in  addition  to  a  deduction  in  public  wonks  pnognams. 

Tke  pnice  6pinal  had  to  be  6topped. 

Tke  money  6upply  kad  been  ntsing  in  tke  thind  quanten  ofi  1973 
by  32 %  oven  tke  previous  yean.  By  tke  6econd  quanten  ofa  1974  tkts  kad 
6ub6ided  to  12 %  a6  compared  to  tke  6econd  quanten  o &  1973. 

Tke  neat  economic  growth  note  was  minu6  1.4 %  in  1974,  tke 
fiinst  negative  6ign  6ince  Wonid  inJan  II.  By  tke  6pning  o $  79  75,  wage 
incneases  wene  reduced  to  13.1%.  White  tl vis  -is  high,  it  is  les6  than 
kalfa  ofa  tke  32.9%  incneouse  in  1974.  Tke  next  tanget  -is  to  necLuce  tke 
connumen  pnice  index  to  a  ntse  o ^  9.9%  by  Wanck,  1976,  finom  tke  13.9% 
neconded  in  1975.  In  companing  tke  latest  ^ igun.es  {±on  Vecemben  1975 
with  Vecemben  1974,  tke  con6umen  pnice  index  no6e  8.6%,  which  6ugge6t6 
tkein  tanget  will  be  met.  Tke  Bank  ofi  Japan’ 6  discount  note  was 
neduced  to  6.5%  in  Octoben  1975,  wkene  it  Is  now  being  held.  A-6  ofi 
Vecemben  1975,  impont  pnices  have  nisen  only  3%  6ince  Vecemben  1974, 
white  expont  pnicet  no6e  about  4.8%  fion  tke  6ame  penxod. 
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Tzia.de  volume  fior  December  1974,  wu 6  $ 5.9  billion  and  $ 5.4 
billion  {,or  expoAtt  and  ImpoAtt  retpectlvely.  T\ xey  reached  their  lorn 
at  $3.1  billion  and  $ 4.5  billion  during  19 75  zie6 pectlvely ,  bat  by 
December  7  975  we/ie  back  To  $5.9  button  and  $5.4  billion  a. etpectlvely. 

The.  Japanese  recettlon  appeart  to  have  bottomed  out  In  late. 
1915  and  Inflation  appexo it  to  be  unde r  control.  The.  problem  betng 
i aced  now  It  unemployment  which  the  ourth  "A wti- recettlon  package" 
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announced  In  October  1975,  should  attltt  by  the  following  meaturet; 

a)  hit  cat 

[l]  $2.67  blttton  fior  pubttc  workt  and  projects  tuch  at 
hlghwayt,  two  buttet  trains,  and  Improved  uttttty  tyt- 
ternt  tn  ctttet. 

[It]  $320  mtttton  to  the  Japan  Vevetopment  Bank  fior  poltu- 
tton  prevention,  tafiety  and  retource  conservation  In- 
vet  tmentt . 

b)  Monetary 

LoweAtng  ofa  the  o^tctat  dtt count  to  6.5%. 

c)  Smalt  Buttnett 

$1.6  blttton  ioA.  matt  buttnett  leant  through  government 


financial  Institutions . 

d)  Government  Financing 

$190  million  to  the  Export-Import  Bank  ofi  Japan. 

e)  Labour  Subtldlet 

Unspecified  amount  for  unemployment  Inturance  paymentt  and 
tubtldlet  for  retraining  programt. 
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This  package  should  not  only  Initiate,  the,  reduction  of  unem¬ 
ployment,  which  is  just  over  1,000.000,  but  increase  disposable  Income 
available  for  Increased  purchasing  of  Imports.  This  package  cleanly 
Indicates  the  shift  In  government  policy  from  anti- Inflation  to  stimu¬ 
lation  o f  business. 

The  future  o f  Japan  as  an  export  market  will  depend  on  her 
success  In  the  export  market  and  her  ability  to  balance  the  economy 
domestically.  However,  success  In  the  past  Is  a  reasonable  Indicator 
that  Japan  will  fare  as  well  as  any  country  In  meeting  the  new  chal¬ 
lenges. 

foodstuffs  will  be  of  Increasing  Importance  as  Japan’s  popu¬ 
lation  Increases,  while  relative  agriculture  production  for  self  suf¬ 
ficiency  decreases.  In  1973,  $6  billion  of  foodstuffs  were  Imported. 

Joint  ventures  In  foreign  countries  for  both  food  process¬ 
ing,  to  guarantee  a  long  term  supply  position  for  Japan,  as  well  as 
processing  of  raw  materials  to  a  semi- pro  cessed  state,  will  be  In¬ 
creased  substantially. 

The  Middle  East  will  receive  considerable  attention  from 
Japan.  It  Is  an  excellent  export  market  for  manufactured  goods.  Ex¬ 
tensive  Middle  East  manufacturing  capability  Is  a  long  way  off.  It 
Is  also  an  excellent  market  for  exporting  technology  and  hardware  for 
huge  projects  such  as  de- salination  of  water  and  processing  of  oil 
and  gas  resources.  In  addition  to  a  source  of  cash  funds  for  exports, 
raw  materials  such  as  basic  plastics  will  be  available  at  competitive 

prices . 
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Imports  of  / low  materials  will  be  a  continuing  requirement, 
especially  coal,  iron,  zinc,  copper,  aluminum,  and  nickel.  Value  of 
A  aw  mateAial  imports  in  1973  teas  $12.3  button,  which  included  animal 
and  vegetable  oils  and  f ats . 

Pollution  prevention  will  be  escalated  and  AepAesents  a 
fast  growing  maAket  for  export  of  technology  and  equipment  from  the 
developed  countries ,  especially  in  industrial  waste  processing  equip¬ 
ment. 

Machinery  and  system  technology  for  distribution  systems 
have  considerable  potential  as  pAograms  for  inereased  productivity  in 
wholesaling  and  retailing  are  initiated. 

With  more  leisure  time  and  money,  sports  equipment  exports 

to  Japan  will  increase  rapidly  following  the  pattern  of  Canada  and 

the  United  States.  From  1970-73 ,  sports  had  the  highest  growth  rate 

of  ail  leisure  activities  at  24.1 %  per  year,  with  leisure  equipment 

40 

growing  at  17.9 %  in  1970,  which  was  at  a  level  of  $19.6  billion. 

Energy  imports  will  increase  in  value,  but  the  mix  will 
change  with  time  to  reduce  dependency  on  petroleum.  Uranium  imports 
will  increase  to  develop  nuclear  energy.  Liquefied  natural  gas  im¬ 
ports  will  also  increase.  More  thermal  coal  will  be  imported.  Solar 
energy  technology  could  be  a  large  import  item  as  well  as  the  hard¬ 
ware  to  install  these  systems. 

Imports  of  manufactured  goods  was  $11.6  billion  in  1973, 
which  will  increase  due  to  future  labour  shortages  requiring  labour 
efficient  equipment  and  the  desire  of  the  Japanese  consumer  for  more 
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imported  fiiniAked  pAodaetA. 

the  economic  gAowth  Aate,  in  AeaZ  tenjnA,  &oa  ^iAcal  1916 
achieves  the  pAedicted  5.1%,  Japan  wiZZ  be  wed  on  ajU  way  oa  an  ex¬ 
panding  expo At  market  fioA  Canada. 
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CHAPTER  11/ 

CONCLUSIONS 

A.  Future  Trade  ImpZTc.cuU.on4  fio/i  Canada 

The  importance  oh  Canada  a s  a  Aource  oh  agricultural  prod¬ 
ucts  will  have  a  leverage  benehit  on  h<rture  trade  relationA  with  Japan. 
This  will  have  the  oh  providing  Canada  with  the.  opportunity  o h 

pAoceAAing  more  agricultural  products  -in  Lind  with  oua  tong  term  pol¬ 
icy  oh  exporting  " value-added "  products. 

JapandAd  com put dA  AtudidA  have  pAddictdd  a  worldwide  Ahort- 
agd  oh  milk  and  meat  by  1980,  expanding  into  Ahortages  oh  wheat,  coAn, 
Aicd,  and  AoybdanA  by  1985^  TkiA  iA  in  lind  with  U.S.  SdcAdtaAy  oh 
Agriculture,  EaAl  L.  Butz'A  Atatdmdnt  AdgaAding  agri- power  and  petro- 
power  pAddicting  that  thd  hormer  will  bd  moAd  impoAtant  in  tkd  huture. 
Agricultural  products  will  therehore  bdeomd  cAiticat  to  thd  AuAvival 
oh  Japan  and  wilt  no  longdA  bd  tAaddd  Aolely  on  dconomic  gAoundA. 

A ccdAA  h0/l  Canadian  manuhactuAdd  goodA  to  tkd  JapandAd  market  may  bd 
aAAiAtdd  by  long  tdAm  tAadd  agAdmdntA  on  agricultural  commodities . 

One  oh  tkd  mo  At  AdnAitive  barometers  in  mdaAuAing  thd  power 
oh  h°°d  politicA  it  wheat.  Canada  iA  and  will  continud  to  bd  a  major 
woAld  producer.  Thd  importance  oh  wheat  in  thd  international  tAadd 
aAda  waA  demonAtAatdd  by  RuAAia  in  AdCdnt  activities.  In  thd  Last 
hive  ydaAA,  RuAAia  impoAtdd  52.2  million  metric  tonA  oh  grain  and 
gAain  pAoducts,  primarily  h^om  Canada,  U.S.  and  France,  but  exported 
30.5  million  metric  tonA  during  the  Aame  period  to  not  only  the 
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socialist  community,  but  Gneat  Bxitaln,  Nethexlands,  Austria,  England 
and  Chile.  The  Russians  necognlze  the,  Importance  of  maintaining  ex¬ 
pos its  of  gnaln  even  during  years  oft  domestic.  shortage  which  has  long 
term  Implications .  They  realize  that  f ood  Is  a  commodity  which  has 
potential  political  leverage.  Thus  Canada  may  be  In  the  peculiar 
position  of  having  a  major  Impact  In  o ff  setting  any  adverse  political 
paessun.es  which  certain  countries  may  wish  to  ex  excise  with  tnade 
of  food  commodities .  This  leverage  provides  a  natural  political  and 
economic  advantage  to  Canadian- Japanese  txade  relations  now  and  In 
the  f utuxe .  We  have  developed  a  xe.putotlon  o f  maintaining  business 
notations  that  axe  lain  to  both  sides. 

Canada  and  Japan  necognlze  that  future  txade  Is  built 
on  the  solid  foundation  of  undens landing  In  the  past  which  has  facili¬ 
tated  the  changing  Indus txlal  and  agxlcultuxal  expont  policies  of  both 
countries  fon  thelx  mutual  benefit. 

We  will  continue  to  be  a  major  souxee  of  now  matexlals  fon 
Japan,  but  gnowth  In  seml-pno cessed  and  pnocessed  pnoducts,  Including 
Indus  txlal  goods  as  well  as  agnlcultuxal  commodities,  will  be  devel¬ 
oped.  Japan  sympathizes  with  Canada’s  deslxe  fon  mone  pnocesslng  In 
Canada  In  oxdex  to  Incxease  the  " value-added ”  position  of  exponts  to 
Japan.  Howevex,  the  competitive  pxlce  f acton  will  detenmlne  to  what 
degxee  we  can  pantlclpate  and  at  what  gnowth  note. 

Canada  will  have  an  advantage  In  the  enexgy  consuming  Indus¬ 
tries  like  Ixon  and  steel,  petno chemicals  and  aluminum.  We  axe  also 
In  a  position  to  develop  a  uxanlum  enxlchment  Industxy. 


* 
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kA  of  March  31 ,  1973,  Japan  had  direct  foreign  investments 
to  tatting  about  $10  billion.  By  19  85 ,  this  it  predicted  to  reach 
about  $93.5  btttion.  In  1973  atom,  $3.5  btttion  were  invested 
in  5,469  foreign  operatlonA 

Canada  is  an  ideal  country  for  foreign  investment  dm  to 
ouA  abundance,  of  A aw  matcAiat s  and  cncAgy  plus  a  a  tabic  political 
climate.  Canada' A  policy  o f  increasing  "value-added"  exports  can 
complement  Japan' A  need  for  long  team  Aupplies  o f  Aemi-pAoceAAed 
and  pAoceAAed  pAoductA  by  doming  joint  ventuACA  in  Canada. 

B.  Special  OppoAtunitieA 

Canada  Mill  continue  to  conAideA  Japan  aA  an  export 
market  for  many  oft  ouA  raw  mateAialA  oa  well  aA  a  potential 
maAket  for  Aemi-proceSAed,  pAoceAAed  and  manufactured  pAoductA. 

The  latleA  aAea  Mill  be  enhanced  by  Japanese- Canadian  joint 
venture a . 

The  following  ilemA  repreAent  A  ho At  term  expoAtA  baAed  on 
ouA  competitive  capability.  Japan' A  pAojecled  induAtrial 
pAoduction  and  imporlA  to  1985  oac  Ahown  in  TableA  16k  and  16B. 

1)  One  of  oua  moAt  important  future  export  pAoductA  iA 

wheat,  which  accounted  for  $304.7  million  in  AaleA . ( 19 74) . 
This  AepreAents  73%  of  all  gralnA  exported  or  13.7%  of 
oua  total  exportA  to  Japan.  To  September  1975,  wheat 
remained  relatively  Atable  at  11.6%  of  oua  exports 


to  that  date. 
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2)  Barley  exports  nearly  doubled  from  1973  to  1975,  as 

a  result  of  Japan' 6  desire  to  produce,  meat  domestically 
plus  the.  effect  oft  higher  grain  prices.  However,  Japan 
will  continue  to  encourage  domestic  meat  production 
and  thus  provide  a  continuing  market  for  feed  barley. 

3)  Rapes eed  Is  a  strategic  Item  to  Japan  and  Canada 
will  continue  to  be  a  long  term  supplier.  A 6  tke 
Canadian- Japanese  joint  venture  rape-6 eed  crushing  plant -6 
are  completed,  the  export  of  rapes  eed  will  be  reduced 
In  favor  of  rapes  eed  oil. 

4)  Fork  exports  were  given  a  -substantial  boost  by  the 
recent  signing  of  a  three  year  $42  million  pork 
contract.  This  Is  the  beginning  of  future  meat  contracts 
as  a  result  of  the  lowering  of  Japanese  Import  duties 

In  June  ,  1975.  Future  contracts  will  Include  beef 
exports  from  Canada  as  we  develop  a  product  which 
meets  Japanese  specifications . 

5)  Steel  production  levels  In  Japan  In  1980  and  1985,  are 
projected  to  be  about  162  million  tons  and  175  million 
tons  respectively .  Imports  will  only  be  about 

2  million  and  8  million  tons  respectively,  thus 
Indicating  a  growing  potential  for  metallurgical 
coal  as  well  as  Iron  ore.^3  This  almost  assures  a 
continuation  of  the  long  term  contracts  now  In  place 
with  Canada. 
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6)  Chemical  Imports  will  Increase  to  $ 3.17  billion  tn 
1980  and  $5.1  billion  tn  19 85 .  [pro jected) 

Petrochemical  Imports,  which  were  non-existent  tn 
1970 ,  ana  expected  to  Increase  to  150,000  ton*  tn  1980 
and  450,000  tons  tn  198 5  .  This  will  provide  a  good 
potential  far  Alberta's  pe.tsioc.hmt caJL  Industry 

which  A  ho  aid  have  exportable  product  by  1980. 

7)  Paper  Imports  are  projected  at  400,000  tonA  by  1980, 
while  pulp  Ia  expected  to  Increase  to  3  million  tonA. 

It  Ia  doubtful  that  the  1985  Import  figures  ofi 
470,000  tonA  ofa  paper,  and  4.4  million  tonA  far  pulp 
will  be  realized.  More  countries ,  like  Canada, 
anticipate  Increasing  "value-added"  production  and 
favor  exportA  ofi  paper  InAtead  ofi  pulp. 

8)  Aluminum  appears  to  be  aAAured  o^  a  good  export  future 
with  Japanese  Imports  Increasing  to  600,000  tonA 

by  1980  and  dramatically  Increasing  to  1.7  million  tonA 
by  1985.  Phis  Ia  primarily  due  to  the  huge  energy 
requirements  ofi  producing  aluminum  which  ^avors  Canada. 

9)  Canada  has  existing  Abort  term  and  long  term  contracts 
with  Japan  far  uranium,  which  are  scheduled  far  delivery 
until  1980.  Total  Japanese  contracts  with  all  countries 
Is  95,000  tonA,  while  demand  Is  projected  at  48,000  tons, 
providing  far  a  good  Inventory  position. By  1990,  demand 
will  be  up  to  170,000  tons  and  provides  further 
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expont  potential  fion  Canada. Afiten  about  1985,  this 
Mill  be  in  the  ion. jn  oi  enniched  u/ianium,  since 
this  pnoduct  wilt  be.  pnocessed  in  Canada. 

10)  Coppen  is  the  majon  expont  to  Japan  at  pnesent, 
amounting  to  $499  million  in  1914.  Canada  Mill 
continue  to  enjoy  this  expont  manket  as  Japanese 
investment  in  Bnltish  Columbia  smelten  facilities 
take,  the  fonm  of  joint  ventun.es  in  the  neon,  futune. 

This  Mill  ensuAe  a  captive  expont  manket. 

1 1 )  Lead,  zinc,  and  nickel  exponts  Mxll  continue  to  incneas e 
as  Japan  maintains  hen  position  as  a  majon 
manufactuning  nation. 

12)  Jn  1974,  only  2.7 %  of  Canada's  exponts  to  Japan  Mene 
in  the  fonm  of  manufactuned  pnoducts.  This  fact 

Mill  only  be  aliened  as  Canada  becomes  mone  competitive 
intennatlonaily .  Investment  by  foneign  countnies  like 
Japan,  in  the  fonm  of  financing  and  technology,  Mill 
impnove  this  situation. 

Canadian  govennment  incentives  fon  Reseanch  and 
Development  funding,  Mill  assist  Canadian  oMned  and 
contnolled  industnies  to  develop  nejM  pnoducts  and 
pno cesses . 

Japan  is  cognizant  of  Canada's  need  and  desine  to 
incnease  " value-added ”  pnoduction  in  oun  exponts. 

A  numben  oft  joint  ventune  pnojects  have  alneady  been 
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initiated  in  coat,  aluminum,  rapes eed,  and  tar  Aands 
proceAAing  plants.  liineral  and  agricultural  products 
processing  plants  offer  considerable  4  cope  for  future 
joint  venture  activity  plus  the  development  oft  kigk 
technology,  capital  intensive  manufacturing 
industries ,  which  are  based  on  our  raw  materials  and 
availability  of  energy. 


' 
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TABLE  1 

CANADIAN  EXPORTS  TO  JAPAN 
JANUARY  TO  SEPTEMBER 


COMMODITY 

EXPORTS  ($  million) 

1973 

1914 

1915 

Wheat 

110.0 

141.5 

183.9 

Banley 

49.9 

58.9 

93.4 

Rapeteed 

89 .7 

110.1 

151.4 

M  cat 

44.5 

10.  3 

53.4 

Coal 

113.3 

150.4 

319.4 

Coppen  In  ones  ,conc. 

199.1 

414.4 

166.1 

Zinc  In  ones, cone. 

37. 1 

50.8 

63.1 

Aluminum  and  alloy 6 

30.5 

39.8 

17.0 

I  non  of te,  c.onc. 

10.1 

14.1 

35.1 

Nickel  one, cone. 

33.8 

15.6 

10.4 

Lead  one, cone. 

13.1 

30.0 

16.1 

Lumben,  sofit  6  HancLvood 

84.6 

86.5 

74.5 

Wood  pulp 

68.0 

143.1 

111.0 

Mmufiactuned  P  no  ducts 

11.5 

45.5 

49.1 

Sounce:  Statistic*  Canada  "Domestic  Exports  by  Country,  Commodity 
Categlny  and  Province,  o Lading," 

Exponts  by  CountnleA,  Januany-Septemben,  19  75 
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TABLE  2 
JAPANESE 

POPULATION  DISTRIBUTION  BV  AGE  GROUP ,  1974 


AGE  GROUP 

POPULATION  (Thousands) 

1  oh  TOTAL  POPULATION 

AVI  ages 

110,049 

100.00 

0  -  4 

10,023 

9.1 

5  -  9 

8,768 

7.97 

10  -  14 

8,060 

7.32 

15  -  19 

8,074 

7.34 

20  -  24 

9,595 

8.72 

25  -  29 

10,047 

9.13 

30  -  34 

9,294 

8.45 

35  -  39 

8,322 

7.56 

40  -  44 

8,050 

7.31 

45  -  49 

7,104 

6.42 

50  -  54 

5.571 

5.06 

55  -  59 

4,507 

4.1 

60  -  64 

4,178 

3.8 

65  and  ovea 

8,454 

7.67 

Souace:  BuAe.au  oh  Statistics ,  O^lcc  oh  tkc  Palme  Mints  tea. 
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TABLE  3 


l/ITAL  STATISTICS  FOR  JAVAN 


VEAR 

EXPECTATION  Of  LIFE  AT 

BIRTH 

Male 

Female 

Av.  1933-37 

46.92 

49.63 

1947-49 

50.06 

53.96 

1950-54 

59.57 

62.97 

1955-59 

63.60 

67.  75 

1960-64 

65.32 

70.19 

1965 

67.74 

72.92 

1969 

69.  IS 

74.67 

1970 

69.31 

74.66 

1971 

70.17 

75.5% 

1972 

70.49 

75.92 

1973 

70.70 

76.02 

SouAce:  Mlnu>tny  ofi  Health  and  WelfiaAe,  1974 


Ik 

73 


TABLE  4 

JAPANESE  G.N.P.  AW  %  RATE  OF  GROWTH 


VEAR 

G.N.P.  1 oA  Japan 
$U.S.  (BTZtlon) 

%  Rate  ol  GAovoth 
oveA  pAevTouA  yeaA 

1965 

106.2 

15.5 

1970 

239.3 

17.7 

1971 

256.5 

7.1 

1972 

293.8 

14.5 

1973 

370.0 

25.8 

1974 

380.0 

2.  7 

SouAce :  Buapclu  oft  Statl6tic6f  0{){)lce  o{\  the.  PAune  Mtnt&teA,  1974. 
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TABLE  5 

CANADIAN  EXPORTS  ANV  IMPORTS 
WITH  JAPAN  ($  Thom  and) 


VEAR 

EXPORTS 

IMPORTS 

VIEEERENCE 

1971 

828,800 

801,800 

+  27,000 

1972 

959,300 

1,071,000 

- 112,300 

1973 

1,793,500 

1 ,010,852 

+782,648 

1974 

2,219,700 

1 ,426,900 

+: 792,  800 

1975 

(Jan.  -Se.pt.  ) 

1,583,300 

919,700 

+663 , 600 

Sou/ic.e.‘-  StattAticA  Canada 
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TABLE  6 

JAPANESE  FOOVSTUEF  IMPORTS 


COUNTRY 

TOTAL  IMPORTS 
$  U.S.  [Million) 

RATE  OF  GROWTH  Ol/ER 
PREVIOUS  YEAR  (1) 

U.S.A. 

S6S.1 

18.0 

Au6tAalla 

514.2 

37.1 

Canada 

230.0 

14.2 

Taiwan 

196.1 

35.7 

South  A^a tea 

17S.0 

101.5 

Cuba 

142.6 

12.0 

China 

122.5 

36.2 

TOTAL 

2251.5 

23.6  [A veAage) 

SouAce.:  MinlttAy  ofi  International  TAade  and  InduttAij, 
White.  PapeA  on  lnte.Anati.onal.  TAade,  1973. 
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TABLE  7 

JAPANESE  SUPPLY  OF  COAL  AND  PETROLEUM 


YEAR 

COAL 

(M Litton  tonb ) 

CRUVE  PETROLEUM 

(M MUon  kl) 

PETROLEUM  PROVUCTS 

(M MUon  kl) 

Pnodu.ctU.on 

Impontb 

PnoductUoy 

Impontb 

Pnoductlon 

I mpontb 

Expontb 

1955 

42,423 

2,862 

.354 

8,553 

8,507 

2,387 

.084 

1960 

51,067 

8,292 

.593 

31,116 

30,310 

3,244 

2,889 

1965 

49,534 

17,080 

.751 

83,280 

81,798 

12,925 

9,533 

1970 

39,694 

50,172 

.899 

195,825 

189,014 

23,751 

9,696 

1971 

33,432 

46,923 

.879 

221 ,043 

209,871 

22,020 

13,023 

1972 

28,098 

49,278 

.833 

238,334 

220,207 

21,866 

13,831 

1973 

22,414 

56,854 

.817 

286,670 

260,245 

19,648 

19,383 

Souncc :  MlnUbtny  o{,  Intcnncutional  Tnadc  and  lndu.btn.ij . 
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TABLE  8 

JAPANESE  PULP  IMPORTS 
PULP  (1000  tow 4) 


VEAP 

PRODUCTION 

IMPORTS 

ExpontA 

Total 

Revolving 

Eon.  Papun. 

Revolving 

Eon  Papun. 

1960 

3,532 

378 

3, 153 

135 

3 

21 

1965 

5, 164 

469 

4,695 

203 

301 

7 

1910 

8,801 

554 

8,247 

186 

728 

12 

1971 

9,039 

545 

8,494 

183 

479 

49 

1972 

9,458 

514 

8,944 

221 

585 

47 

1973 

10,123 

489 

9,634 

194 

919 

50 

Source:  MtwUtny  oft  International  Tnade.  and  T nduAtnij 
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TABLE  9 

JAPANESE  IRON  ORE  IMPORTS 

[1000  ton*) 


yEAR 

PROVUCTlOt 

IMPORTS 

j 

Total 

Wz&t 

Malaysia 

Pklllp- 

ln&> 

India 

Aiutnai- 

la 

U.S. 

Canada 

1960 

1,290 

15,036 

5,354 

1,215 

4,501 

100 

82  5 

1,084 

1965 

1,119 

39,018 

6,956 

1,482 

7,913 

231 

1,660 

1,950 

1969 

955 

83,247 

5,352 

1,614 

13,631 

23,235 

3,153 

2,044 

1970 

861 

102,090 

4,906 

1,872 

16,522 

36,597 

3,257 

2,301 

1971 

830 

116,609 

894 

2,334 

16,79$ 

46,287 

1,955 

2,685 

19  71 

799 

112,854 

388 

2,473 

17, 901 

48,295 

624 

2,075 

1973 

729 

136,28: 

242 

2,312 

19,76 : 

64,239 

5  28 

3,357 

SouAce:  MinlAtJiy  oh  InteAnatlonai  T/iadz  and  InduAPiy 
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TABLE  10  A 


BREAKDOWN  Of  OUTSTANDING  LOANS  AND  DISCOUNTS  BY  INDUSTRY 

IN  JAPAN 

(As  oi  December  31,  1973:  In  Billion  $U.S.) 


City  Bantu  Local  Banks 


Industry 

Total 

0 f  which 

Small 

Businesses 

Total 

0 f  which 

Small 

Businesses 

Manufacturing 

48.06 

15.12 

24.23 

13.8 

Construction 

8.22 

2.91 

4.49 

3.05 

Wholesale  and 
Retail 

37.98 

11.47 

20.07 

10.96 

Real  Estate 

7.24 

4.34 

4.56 

3.33 

Transport  and 
Communication 

4.25 

1.01 

1 .98 

.99 

Electricity, 

Gas,  Water,  etc. 

1.13 

.02 

.34 

.04 

Services 

6.33 

2.54 

4.89 

3.31 

Local 

Government 

.91 

1.06 

-- 

Total 

Including  Others 

128.75 

47.54 

_ 

70.27 

43.23 

Source:  " Economic  Statistic*  Monthly,"  The  Bank  o Japan. 
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TABLE  10  B 

BREAKDOWN  OF  OUTSTANDING  LOANS  AND  VISCOUNTS  BV  INDUSTRY 

I N  JAPAN 

(As  of  December  31  ,  1973:  In  Billion  $U.S.) 


Trust  Account  of  Long  Term 

all  Bank*  Credit  Banks. s 


Industry 

Total 

Of  which 

Small 

Businesses 

Total 

Of  which 

Small 

Businesses 

Manufacturing 

73.57 

.74 

13.69 

1.43 

Construction 

1.56 

.20 

1.07 

.24 

Wholesale  and 
Retail 

2.64 

.31 

3.37 

.58 

Real  Estate 

4.96 

1.65 

3.48 

1.29 

TranspoAt  and 
Communication 

3.15 

.26 

2.58 

.38 

Electricity 

Ga&,  Water,  etc. 

1.56 

-- 

1.73 

Services 

.93 

.17 

1.76 

.57 

Local 

Government 

.02 

.05 

-- 

Total 

Including  Others 

31.34 

5.63 

29.45 

5.24 

Souacc: 


"Economic  Statistics  Monthly,"  The  Bank  Japan. 
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TABLE  11 

SALES  AND  GROWTH  OF  JAPANESE  TRADING  COMPANIES 


Company 

Sale.A  In  Billion 
$U.S. 

5  Vk.  AveA age. 

Annual  G/iowth  Rate.% 

1970 

1974 

Revenue. 

Pko  {,lt 

1. 

MltAublAhl  CoKpoAatlon 

11.3 

31.4 

23.7 

15.7 

2. 

MltAul  6  Co.  Ltd. 

10.4 

28.8 

22.7 

18.5 

3. 

MaAube.nl  CoKpoAatlon 

7.5 

18.5 

20.7 

25.7 

4. 

C.  Itok  S  Co.  Ltd. 

7.1 

17.5 

20.5 

3.0 

5. 

Nlt>Aho-Iml  Co.  Ltd. 

5.2 

13.4 

27 

24.3 

6 . 

Sumitomo  Skojl  Kal^ha 

Ltd  • 

4.7 

17 

31.2 

21.9 

7. 

Toyo  Me.nka  Katsha  Ltd. 

3.8 

8.1 

15.5 

3.2 

8. 

Nlckone.n  Co.  Ltd. 

2.6 

6.7 

21.5 

24.1 

9. 

KanematAu  Goa  ho  Ltd. 

2.4 

7.7 

26.5 

27.3 

10. 

Ataka  6  Co.  Ltd. 

2.3 

7 

26 

13.4 

SouAce. :  The.  PKe.ATde.nt  DiAzctoKy  ,  Diamond- Time  Co.,  Ltd.  [1976] 


' 

TABLE  12 


TVPES  OF  REBATES 
IN  JAPAN 


l Units  ,  %  R&cUv/nQ, 


TVPE  OF  REBATE 

STRAIGHT 

PERCENTAGE 

PROGRESSIVE 

REBATE 

REBATE  FOR 

CASH  SALE 

REBATE  FOR 

HANDLING 

'TEW  PRODUCT 

OVERALL 

95.9 

22.4 

12.2 

20.4 

FIRST  WHOLESALER 

100.0 

56.4 

1S.S 

43. S 

SECOND  WHOLESALER 

SO.  S 

3.S 

11.5 

1.  7 

Souacz ••  MITI  7  9  70  ( Sample,  fit-om  a  SnAvzy  oft  DiAtnibutonA  o& 

Instant  Co^ee) . 
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TABLE  13 

MARGINS  IN  DISTRIBUTION  CHANNELS 
IN  JAPAN 


(Retail  prlce= 1 00) 


Producers 

Price 

first 

Wholesaler 

Second 

Wholesaler 

Retail 

Price 

MILK 

IS 

7S  -  SI 

S2  -  90 

100 

INSTANT  SOUP 

76 

77 

SO 

100 

CHOCOLATE 

76 

7  S 

SI 

100 

SAUSAGE 

7  S 

SI 

S6 

100 

BEER 

S9 

92 

100 

Source ••  Cold  Chain  Association,  Pood  Distribution, 

( Cold  Chain  Kyokal,  Shokuhln  no  Rijutsu) ,  1970. 


x  •  '  .  -.uk 
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TABLE  14 

COMPARISON  Of  JAPANESE  A NV  CANAVIAN 
ADVERTISING  MEDIA  USAGE 


MEDIA 

JAPAN 

CANADA 

% 

% 

Newspaper* 

34.3 

36.0 

Te.Ze.vti>  Ton 

32.3 

11.9 

Outdoor  and 

OtkeA 

16.2 

9.4 

Radio 

5.5 

10.8 

Magazine t 

4.9 

11.2 

Direct  Mail 

4.4 

21.3 

SouAc&:  DentMi  A dvertuing  Ltd.  and  MaA.ke.tlng  In  The  Canadian 
Environment,  1973. 
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TABLE  15 


LIMITATIONS  ON  PRIZES 
IN  JAPAN 


P^u'ce  o{) 

Item  [$  U.S.j 

Maximum  Value 

ofi  Pnlzd[$  U.S.j 

Limitation  on 

Total  Value.  o{)  all 
pnlzd* 

Ld*4  than  $7.67  U.S. 

20  ThmdA  thd  Pnlad 

7%  ofa  Total  Said* 

$ 7.67  on  mom,  bat 
Ld6i>  than  $ \ 66.67 

$33.33 

$ 166.67  on  menu,  but 

Lv*>i>  than  $333.33 

$100.00 

$333.33  on  mom 

$166.67 

Souncd- 


ToJji  Tnadd  CommtAAton. 
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TABLE  16  A 


JAPAN'S  INDUSTRIAL  STRUCTURE  IN  1985  SUPPLY-DEMAND  OF  MAJOR  INDUSTRIES 


INDUSTRY 

UNIT 

DOMl 

'70 

l STIC  D\ 
'80 

IMA  ND 
'85 

.  OUTPU 
'70  '80 

T 

'85 

( 1 )  Steal 

million 

t 

68.0 

118.1 

159.8 

92.4 

162.0 

173.0- 

178 

[2]  Chemicals 

Petrochemical 

(3)  Paper-Pulp 

WIT. 

biZCion 

26.99 

34.57 

46.33 

17.3 

35.83 

49.57 

in  ethy¬ 

lene 

equiv. 

3,100 

5,638 

7,724 

3,850 

6,048 

7,424 

1,066  t 

Paper: 

1,000  t 

12,565 

23,900 

32,800 

12,973 

24,200 

32,130 

Pulp: 

1,000  t 

9,703 

15,930 

20,420 

8,801 

12,980 

16,070 

[  4 )  Aluminum 

Ingots 

1,000  t 

918 

2,400 

3,500 

781 

1 ,800 

1 ,800 

(5)  Textiles 

(6)  Sundries 

1,000  t 

~r~m 

~r, jw 

i.tit 

2,158 

1 ,384 

rjn 

fU.S. 

bWLLon 

15.78 

36.38 

53.61 

17.13 

36.98 

53.32 

( 7  ]  Machinery 

A.  General 
Machinery 

$U.S. 

bZttion 

26.68 

54.6 

77.0 

27.75 

59.67 

87.13 

B.  Electric 

Machinery 

$U.S. 

biZLLon 

23.26 

58.97 

83.97 

25.44 

64.07 

95.0 

C.  Transport 

Machinery 

fU.S. 

billion 

21.74 

25.87 

44.2 

23.21 

46.97 

59.73 

a.  Automobiles 

1 ,000 

4,222 

5,270 

5,760 

5,289 

8,450 

10,080 

b.  Ship¬ 

building 

million 

Din rr 

4.3 

4.9 

6 . 6 

10.6 

20.9 

28.2 

D.  Precision 
Machinery 

$u.s. 

b-iUUon 

3.27 

6.47 

9.23 

3.68 

7.3 

20.63 

( 8 )  Forging  & 

Casting 

?U.S. 

b-tfJLion 

4.49 

7.58 

9.8 

4.49 

7.58 

9.82 

( 9 )  Glass 

Panes 

1,000 

boxes 

27,337 

48,840 

62,320 

30,506 

52,200 

67,170 

[ 10 )  Nonfierrous 
MetaLs 

A.  Copper 

10,000  t 

83 

140 

183 

22 

17 

32 

8.  Lead 

10,000  t 

21 

30 

35 

10 

12 

12 

C .  Zinc 

10,000  t 

62 

134 

~T99~ 

IT 

~JT 

~T8 

t  *  tovu> 


SouA.ce:  Industrial  Structure  Council,  1974. 


TABLE  16  B 


JAPAN'S  INDUSTRIAL  STRUCTURE  IN  1985  SUPPLY-DEMAND  OF  MAJOR  INDUSTRIES 


INDUSTRY 

UNIT 

’70 

EXPORT 

'80 

1  '85 

'70 

IMPOR' 

’80 

r 

'85 

(7)  Stcot 

mTltton 

t 

2  4.5 

45.9 

1  27.2- 
26.2 

0.7 

2.0 

8.0 

(2)  Chmlcati 

pQXA.ockmT.cat 

$u.s. 

bittion 

1.62 

4.43 

8.33 

7.3 

3.17 

5. 1 

T. n  ethy¬ 

lene 

equlv. 

750.0 

560.0 

750.0 

- 

150.0 

450.0 

(3)  PapoA-Pulp 

PapoA: 

1,000  t . 

508.0 

700.0 

S00.0 

7  00.0 

400.0 

470.0 

Palp 

1,000  t. 

12.0 

50.0 

50.0 

914.0 

3,000 

4,400 

( 4 )  Aluminum 

Ingots 

1,000  t. 

5.0 

0 

0 

198.0 

600.0 

1 ,700 

($)  TocUtoA 

1,000  t. 

610.0 

744.0 

703.0 

63.0 

410.0 

593.0 

( 6 )  SundAloA 

iil.S. 

b-ibtion 

1.82 

3.33 

4.27 

.  46 

2.73 

4.56 

( 7  J  MacklnoAy 

A.  GcnoAal 
MacklnoAy 

$U.S. 

b-lLLLon 

2.33 

7.47  , 

13.6 

1.26 

1.4 

3.47 

B.  Electric 

MacklnoAy 

1TTT. 

biJULion 

3.1 

S.05 

14.18 

.91 

2.95 

5.15 

CC.  TranApciAt 

MacklnoAy 

$U.S. 

bittion 

4.29 

12.7  1 

17.8 

.  6 1 

1.6 

2.27 

a.  Automobiles 

i  ,ooo 

r.os  7 

3.2801 

4.490 

20 

100 

170 

b.  Ship¬ 

building 

million 

DHJT 

6.3 

16.2  1 

21.8 

0.53 

0.75 

0.20 

D.  Precision 
Machinery 

Tu.s. 

b-lttlon 

.82 

7 . 67 1 

2.63 

.40 

.83 

1.23 

[8]  FoA.gT.ng  6 
Casting 

$U.S. 

b-ittion 

.001 

.  0031 

.004 

.0002 

.0003 

.  0006 

(9)  GlaAA 

PanoLs 

1000 

boxoA 

2.310 

3.790  1 

5.380 

34 

430 

530 

[ 10 ]  Non^QAAOUA 

Metals 

A.  Copper 

10,000  t. 

- 

! 

- 

65 

~TT3 

ITT 

B.  Lead 

10,000  t. 

- 

- 

- 

~TT 

18 

23 

C.  ZTnc 

10,000  t. 

- 

-  I 

- 

39 

93 

ITT 

t  -  ton* 

Souacc •*  InduATAtat  STaucXuac  Council,  1974. 
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FIGURE  1 

CANADIAN- JAPANESE  TRADE  1955-1975 

IMPORTS 
EXPORTS 


25 00  [$  million) 


□ 

CD 


SouAcc-  Canada- Japan  Tn.adc  Council  (  79  75  ) 
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FIGURE  2 

GOVERNMENT  OF  JAPAN 

EMPEROR 


VIET 


I 


Holla  e  ok 
lep'reA  entatlveA 

— 

Haute  ok 
.  Council  Tort 

Judge  Impeachment 

Court 

Judge  Indictment 

Court 

National  Viet 
Llbraru 

CABINET 


IT 


Board  ok  Audit 

_ 

— 

Prime  Minister' 
Okklce 

Ministry  ok 
JuAtlce 

Ministry  ok 

Fore Jnn  Akkad rh 

Ministry  ok 
Finance 

Ministry  ok 
Education 

Ministry  ok 
i ealtk  6  Welkare 

Ministry  ok 

A g.  5  Forestry 

COURTS 


J 


— 

Supreme  Court 

— 

High.  Courts 

VlAtrlct  CourtA 

Family  CouAtA 

Summary  CouAtA 

Non- Indictment 
Review  Cnmml tteeX 

_ 

Mlnlttry  ok 

ConAtructlon 

L 

Ministry  ok 
Home  AkkcuAA 

Source:  AdminlAtratlve  Management  Agency,  Prime  MlnlAters  O^lce, 
Government  ok  Japan. 
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FIGURE  3 

PERCENTAGE  OF  A GEV  IN  JAPANESE  POPULATION 


SouAcc •  EPA,  Bcl&Tc  Economic  and  Social  Plan  19  73-  1977 
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FIGURE  4 


JAPANESE 

HOUSEHOLV  SPENDING  ON  APPAREL  AND  FOODSTUFFS 

[UvU£:  $U.S.) 


A ppaAzl  Ex.p£ndAjtuAz 
pzA  fwuAzho-td 


188.3 


1960 


FoodAtu.^  ExpznditaAz 
pzA  kouAzkold 

753.2 


240.3 


1965 


805.2 


347.4 


1970 


948.  1 


459.0 


1971 


1 ,497.3 


690.0 


1973 


2,090.7 


So uazz-  Japan  Economic  R zAzaAch  CzntAz  [JERC] 
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FIGURE  5 

JAPANESE  LEISURE  EXPENV1TURE 


[ Unit:  MUUon  $) 


1965 


12,510 

on 

LoJjsua ie 
Tnaoul 

1,793 


Total 

L&lAuAe. 

Expe.ndltu/L£ 


1968 


3,993 


19,735 


1970 


4,797 


27,  794 


1973 


8,460  [e.At.) 


SouAcz'  JLV A,  1973 


I.*' 
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FIGURE  6 

IMPORT  OF  FOOVSTUFFS  BV  JAPAN 


{Unit:  Million  $U.S.j 


6,000 


5,000 


4,000 


3,000 


2,000 


1,000 


SouAco •  Mlwuhy  o{)  IntcAnational  Tnado  and  InduAtAy,  1972,  and 
StaJUAtlcal  Handbook,  1975  . 


V  v; 
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FIGURE  7 


CHANGES  IN  SELE-SUEEICIENCV  RATES 
Of  AGRICULTURAL  EOOVSTUEFS  IN  JAPAN 


1960  61  64  66  6S  70 


SouAcc-  Statistical  Handbook,  1975 


t  i;  ■■■■.• 
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FIGURE  S 

JAPANESE  DEMAND  FOR  HOUSING  FIXTURES 


Demand  tfo/ 1  Fu/i .nltuAc,  . 

and  Durables  Annual 

per  Household.  Rate  °6 

I  ncreas  e 

(Unll::  $) 


139.6 


1960 

* 


204.5 


1965 


10.  7 


340.9 


1910 


424.0 


1971 


24.4 


Source:  Sank  ofi  Japan,  International  Comparison  Statistics,  1913. 
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FIGURE  9 

EQUITY /TOTAL  ASSETS  RATIOS  OF  MANUFACTURING  1NVUSTRIES 
IN  JAPAN ,  U.S.A.  ANV  WEST  GERMANY 


Sou/ice •  Made,  fitiom  " Japan  and  the  Wosild  (  1972) : 

A  Composition  by  Economic  and  Financial  Stsxtlitlci" 

pabtlihed  by  The  Bank  oh  Japan. 


te  ,  J. 
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FIGURE  10 


SOURCES  OF  PURCHASES  OF  WHOLESALERS 
IN  JAPAN 


38.4 % 

Fn om  ManuficL&tuAes la 


47 .41 
Ffiom 

Whole.baJLe.nA 
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SouAce.:  The.  Ninibtny  oh  Intz.nnatA.onaE  Tnade  and  Indubtny, 
'Vlbtniibution  in  the.  1970' b.' 
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FIGURE  11 

COMPOSITION  OF  INVUSTRIAL  ORIGIN  OF 
NET  VOMESTIC,  PROVUCT  FOR  JAPAN  [1 973) 
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FIGURE  12 

NUMBER  OF  RETAI L- WHOLES ALE  ESTABLISHMENTS 
IN  JAPAN  BY  SCALE  (1970) 


(Unit:  1,000  E-6 tab LL& hrrnnts) 


Source.:  The  MiviUtny  oh  JnteM.mti.onal  Taadz  and  InduA&iy, 
'Commence  oh  Japan'. 
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FIGURE  13 

SALES  PER  U/ORKER  BV  SIZE  OF  OUTLET 
FOR  JAPAN  [1970] 


Unit:  $U.S.  (1 000  Annual  Sale*) 


NUMBER  OF  EMPLOYEES 


Source ♦*  The  Ministry  of  International  Trade  and  Industry,  'Commence 
of)  Japan'  . 
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FIGURE  14 

RETAIL  STORES  BY  TYPE  IN  JAPAN  (1970) 


[Unit:  1000) 


Source:  The  Ministry  ofi  International  Trade  and  Industry, 
'Commerce  o{)  Japan'. 


102 


FIGURE  15 


JAPANESE  WHOLESALE  FOOVSTUFF  OUTLETS 

{Unit:  Number) 
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’Commerce  of  Japan’.  (Waga  Kuni  no  Shogyo) ,  1971. 
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FIGURE  16 

MEAT  DISTRIBUTION  CHANNELS  IN  JAPAN 
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FIGURE  17 

DISTRIBUTION  CHANNELS  FOR  PLYWOOD 
IN  JAPAN 


Source*:  DT^trubutlon  EconomrcA  Research  Institute, 
'  DrA&vlbutlon  Channels  ' ,  1970. 


FIGURE  18 

EXPENDITURE  BY  INDUSTRY  AND  FOUR  MAJOR  MEDIA  IN  JAPAN 
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